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FORISiAT OF HEARINGS ON FARMWORKERS IN RIIIIAL AMERICA

The Subcommittee on Migratory Labor conducted public hearing's
in Washington, D.C., and in San Prancisco and Fresno, Calif., dui
ing the 9,2d Congress on "Farmworkers in Rural Americas'? These
hearings are containedn the following parts?

. - Subject matter Hearings dates
Part 1 :Farnatvorlft-rs in Butal Poverty ; July 22, fleptember 21

and 22, 1971. .iPart 2: Who Owns the Land? November 5, 1971.
Part 3: Land Ownership, Use, and Distribution --,

ribution :
A. San Francisco January 11,1972.
13. Fresno January 12,1972.
C. San Francisco January 13,1072.

Part-4 : Role of Land-Grant Colleges :. .
-,4 June 19,1072.
B June 20, 1972.Part 5 : Appendix : A and IL ,
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FARMWORKERS IN RURAL_ AMERICA, '19714972

(LAND OWNERSIIIFi.,USE, AND DISTRIBUTION)

THEMSDAlt, JANUARY 13;1 197A

"SENA'111;
Srnc-omairrrEn ON MIGRATORY LABOR OF TIIE

,COMMITTEE ON LABOR AND PUBLIC WELFARE,
Ban Francisco,

The subcommittee met, pursuant to notice, at 9 a.m., in the Cere-
monial Courtroom, 19th fader, Federal Building, 450 fiolden. (late
Ave., on. Adlai E. Stevenson III (chairman of the subcommittee)
predding.

Present : Senator's Stevenson and Taft.
Committee staff members present: Boren Chertkov, counsel; Eu-

gene Mittleman, Minority counsel; Basil Condos, professional staff.member; and, Allis Weatherman, staff member.
Senator STEVENSON. The hearings of the Senate Subco mmittee on

Migratory.Libor will now come to order.
This is the third and final day of our hearin on land,ownership,

agribusiness, and agrigovermnent in California.
The first witnesses this morning are Miss Borghild Haugen, execu-

tive director of the California Farmer Consumer Information Com-
mittee Santa Clara, and Betsy Wood, a repreisentative-of the Berke-
Tirood'from the to-op.

Miss ITAITGEN. Mr. Chairman, I am Miss Haugen and this is Betsy IWood from the co-op.
Senator SimvENsoN, We are glad to have you here this Morning.

If you have prepared statements; we could enter them in the record ,and you could summarize them or, if you prefer, you may read your
statements.

STATEMENT OF BETSY WOOD, HOME ECONOMIST, THE BERKELEY
CONSUMERS COOPERATIVE, RICHMOND, CALIF.

Mrs. Wo'bo. lqy statement is short and I am testifying basically onone point.
I am a home economist at the Berkeley Co-op.. Our Co -op is owned

by 62,000 member bay area families. We have nine shopping centers,
and we do sell about $36 million a year in groceries; that is ourprincipal business, grocery stores. We have eight part-time home
economists w to work right in the stores. I happen to be right netto the frozen food case and across from tile baby food, my counter.
We help shol pers with any kinds of problems they have, nutrition
and shopping, food budgeting, and what-have-you. I might say we
are veryfindei ndent ; we are not there to sell.

(1627)
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One would think that mass prOduction methods of growing, proc-
essing,-.and marketing could logically result in economies in the cost
of bringing food to consumers. It seems to me reasonable to suppose
that firms that advertise nationally would be able to take advantage
of many economies and have greater savings than small firms that
are less efficient, have less up-to-date machinery, less mass merchan.-
dising in general. Actually, this isn't so. I think we all know that in
the grvery store nationally advertised brands coy more than so-
called private labels. A private label is the label that is produced for
a group of grocery stores, in our ease a co-op, a ehain, a wholesaler,
or what-have-you. Our estimates are that consumers pay about 15
percent more for national brands than private labels, These figures
Tango tremendously, from about 2 percent per item to 40 percent.

Last week I selected these items from our shelves just to delmOn-
serate this spread. I don't Mean to emphasize the spread of our Co-
Op, but it is the same in Safeway, Lucky, A. & P. and what-have-
you. I would be glad to open any of those you would like to sample,
orange juice or anything else. I think that the quality is comparable
in all of them.

The list of the items and prices is attached to my statement. This
is a list of 21 items, more or less picked at random. I tried to be
fair.`

When we studied the'llifferente'several years ago, we found that
several hundred had a 15 percent difference tlpre, too. Actually, my
prepared statement should. say that the Co-op label in this group
costs, about 16 percent less than, the national brands in this group.
Consumers Union in 1961 studied national brands and they said. that
an average family could save about $200 a year by using`other than
national brands.

The National Commission on Food Marketing also studied 10
items in 11 retail chains and they a difference of 21.5 percent.

In our store Co-op memberslialce confidence in Co-op labels. Some-
times we eliminate national brands altogether. Often the Co-op label
outsells other national brands. I thinks this is also true in many
chains.

One of the sad things is that people with little education ands little
money often are unduly influenced by, national brands, and they are

: the ones who are more at to pay the increased cost, and usually
with no difference in quality. '

In summary, nationally advertised brands are clearly more costly
to the consumer, and I think we can say that, in this ease, large-
scale farming, large-scale. processing, marketnt the national
brands has. not rYsultecl in savings to the Consumer.

Thank you.
Senator-S'TEvENso14. Thank you, Mrs. Wood.
(The prepared statement ofiMrs. Ve'tsy Wood follows:)

.
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WHERE PEOPLE GET TOGETHER

consumers cooperative of berkeley. Inc. 4105 central ave.* r1W)mond, callt.114804 (415) 5280440
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41(1PARNWOIMERS,1AltRERS AND CONSUMERS
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1411 FRANCISCO, CALIFORNIA
. January 13, 19/2

Ili Aims is:NetsyNood. I eat a home-mconomiet with the Coat:mete COoparative

of lerkeley.. Sur Co-op is owned by 62,000 nelber7familits in the %ay Area. We

have igshopp1ng ;enters, with grocery stores doing an annual volume of 36 million

dollars. Vs havell Part-tine home economists working right in our stores, help -

.ing our,members to shop better ind'eat batter: -
/

One Mould think that mass production methOdm of growing, processing and market-
,

lig-foodHwould logically resultIn economies in the coat of bringing food to the
)-

consisier. It is reSionable to suppose that fins' that advertise nationally would

be able to take advanisgi of many savingi and therefore could get food to con-

moors it prices Iowa than arfll firer. with loss volume, lees up-to4iits

machinery, smaller research staffs and genitally less efficient methods. Actually

the reverse"' tree. Inithe.grocary store the nationally advertised brands coot

Choppers considerably more than private label food of comparable quality. Our

estimates-ars that consumers pay about152 sore int national breads. The figure

for individual itues may range from 2% to 40% or more.1.406 Imilwerstigty pharmacy swims Cations barabs books credit ohm bssith p4so 5/1840(ince

N

V



a

1630
a

-2-

va, Last Week f'selected items at random in one of'Cur stores to demonstrate the

cost spread. *ay knowledge the quality of Co-op label and these nationally

eivertised brand' is comparable. I would he glad to open any you wish to see.

In this list, the cost of the national brand foods average about 162 more than

the Co-op Label foods. Whin we studied several hundred pairs of food items about

4

5 years ago, we found a 152 difference. A,

This difference between private label and national brands is typical of many food

chains. We ham: made price survey; of local Safeway stores and the difference in

price is similar to that in Co-op stores...Several years' ago Consumers Union

estimated that an average family could save approximately 3200 per yqar by buyiba

private'label.rather than national brands.

The National ecomission on Fond Marketing studied prices on ten highvolume its

in eleven retail chains and found that the price for the most pOpular advertised

brandi averaged 21.5% higher than the comparable private label it...*

Our Co-op members have confidence .f Co-op label merchandise. In iost departments

Co-op labil outsallorldationakhrands, so such so that smiting' National brands

ire dropped altogether. We have a program to bring price per pound information to

.our members. One chart lists the cooking-alai salad oil our stores carry, and for

some members this dramatizes the cost differences. However, studies have shown,

that low income people and those with little education tend to buy nationally
'

advertised brands instead of the lass expensive private labels.,Feople with little

education are more apt to be infliinced by brand advertising then those with more

education.

In summary, nationally adVeitised brands clearly cost the consumer more than

private labels.

* Private Libel Product's in Food Retailing, National Commission on Food Marketing,

Technical Study - No. 10, 1966 yp.465,66.
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. .C.omparlson of National Brand and Trivet* Label Foods in Berkeley Co-op
Selected X/7172

/tea
PrivatM Label National Brand.

Dry Milk. 2 lb. 1.29 Co-op 1.54 Carnation.

014 Oats 18 oz. .35 t " .39 Quaker

Vermicelli 16 oz
" .26 Golden Grain

*lackey's 2 lb. .49 "' .57 Golden Grain

Corn Oil Quart .80 " .85 Mazola'. ,

!lour 5 lb.. .50 " .63 Cold Medal

Catsup .21 , .24 Del Monte

Mayonnaise Qt. .53 " .72 lest Poodi-

Tolato Juice 46 oz. .30 " '46 Bunts
P

Lc
Dill Pickles 22 Oz.

Fruit Cocktail 28 oz. ,,

.49 "

.41

It53 Del Monte

t.

Ar

Y.43 Del Monte

Milk, Evaporated 13 Fluid II.17 .20 Pet

Apricot Halves 16 oz. .24 .34 Del Monte

Crape Jelly .20 oz. .47. ft
.53 Welch

porn i-whole kernel '16 ox .20 .27 Del Monti

Peaches, Fremone, sliced 16 ozs 11
.28 ,a7 Del Monte

Applesauce, Gravenstein lf-oz. It I:24 .28 Del Monte

Cranberry Sauce, whole 16 oz. .28 .29 Ocean Spray

Canned Peas 16 ox. .22 .27 Del Monte

Frozen Green Beane 9 oz. 11.22 .31 C & W -

Frozen Orange Juice 6'oz.
s

.22 .31 Minute Maid

Total, 21 Items 8.16 9.69

Savings with private label 41.53 or 16%

It
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4 WEIGHT

,.SOY BLENDS

48 oz.
38 oz.
24 oz.

48 Oz.
24 oz.

128 oz.
12 oz.

128 oz.
. 48 oz.

32 oz.
24 oz.
16 oz.
16 0'Z.

PURE SOY

64 pz.
32 oz.
16 oz.
16 62

CORN

32 oz.
48 oz.
32 oz.
16 oz.
29 oz.

16 oz.

SAFFLOWER

32 oz.
16 oz.
38 oz.
24 oz.

16 oz.

24 oz.
7:- PEANUT 12 oz.

'12 oz.

..... . 16 oz.
... .. 24 oz.

17 oz,
. OLIVE

126 oz.
32 oz.

c 16 Oz.
It. 1' 8 oz.

, y... '.---""-r--,.
3 oz.

,

'-' . SESAME 16 dz.
12 oz.

'Iowan price within group

Ofierf
PRICE COST !

BRAND .
Co-op Salad Oil
Coop Salad Oil
Coop Salad Oil

Crisco Oil
Cristo Oil
Evergood Salad Oil
Hain Garlien Oil
Wasson Oil
Wesson Oil
Wesson Oil
Wasson Oil
Wesson oir
Wesson Buttery Flavor Oil

$ .89 .30
.71 .30
A6 .30

1.14 .36
.58 .39

2:36 .29
.76 1.01

2.63 . .33
.05 .35

.73 37

.55 .37
A2 .42
.54 .54

Coop Soya Oil 1.55 .39
Coop Soya Oil .85 .43
Coop Soya Oil .47 .47

Hain Soy Oil .55 .55

Coop Corn Oil .80 .40 it
Mazola Corn Oil 1.18 .38 /
Mazola Corn Oil .83 -42,

Mazola Corn Oil. .50 .5o
.. .. .,

t Ajinimoto Tempura Oil 1.29 ?1..
Hain Corn Oil .89 .89 k a .....

.
Coop Safflower Oil 83 t

.36 ;
Co-op Saffldwer Oil .39 .39 I"

Saffola Saftrower Oil .88 .37
Saffola SaffFower Oil ,61 Al .

Hain Safflower Oil .55 .55

Planter's Peanut Oil .76 .51
Planter's Peanut Oil 49 53
Planter's Popcorn Oil (butter flavor) .53 .1

..- . 32 oz. coop Oliye Oil 1 .56 .78

,+,
Co.op Olive Oil 27 .97

t Bertotli OCT Oil 1 .19 .79
t Berton' Oliva Oil .97 .91
0 .

4 Star Olive Oil. 4.99 .62
.1.. Star Olive Oil 1.05 .83

t Star Olive Oil 54 .94 . .
t Star Olivit Oil A9 .98
t Star Olive Oil .29

11.3855Hain Seiame Oil, 1.36

t Nishimoto Sesame OBI .79 1.05

t imported

PER ITEM PER PINT

tonsurmrs CooperatiVi of 13orkolay, Inc., 4805 Central Ave.. Richmond, California 94804
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I *
Senator SI...E.N*iNp Ilort.' Miss augen, would you like to present your

statement, and then perhaps we could'ask both of goji-questionsl
Miss' Ilik-FGEN: Yes; I have 'a statement. It is brief, too., We felt,

after 2 clayS; this iteiny the!3d day of hearings, we Wourd make our
stateingats.very brief. , .

Seiuttor STEVERSON. Thank yout
=

STATEMENT OF AISS-BORGHILD HAUGE.N; EXECUTIVE DIRECTOR,
CAL'IFORNA FARMER-0ONSUMER INFORMATION liOMMITTEE,
SANTA CLARA, CALIF. ,

Miss HA-crorr. Mr. Chairman, Senator Taft.: You already know
omy name, so we will skip that part.

In your letter to ,ne of November 30 yoiu stated. that
We would be particularly interhted in learning about just how the consumer

is aVfected by or benefits trona the changing *character of agrittlture; including.
new de'velopmexits, such as vertical integration; in that industry.

We regret to estate that, in spite of, n,ew technIcal ,developments,
the consumers' food: bill continues to increase.

Vertical integration, the takeover by conglomerates 'and new tech-
nical aeirelopments, coupled with deceptive packaging and Mislead-
ing advertising, has confuSed the average consumer to the point
where he is looking for action and reform.

1 We haVe a new breed a donsumers, weaned 'and. nurtured by TV
violence and perMis4ve TV:-.47inercials on.. what to eat and
why, who are questioning these so-call20th century antics.

These young people, in the grade" schools, high schools, and col-
lege, are really questioning our, system which, has for so long 'con-
doned and,everr encouraged these praetices.

Young hotisewives, eager to feed their families cheaply and nail-. tiously, are' frustrated and alarmed over the increased use of
preiervatives, chemicals, antibiotics, pesticides, tdditiveS, and foto&
supplements.

#: 'History has long extolled the American fainily farmer as the most
efficient preducer of food and fibre inothe world. We spend millions
of the taxpayers' dollars teaching farmers in foreign lands how to
crease theirbyields so as to 'feed their hungry people., At the same

;.

o. .
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..A . 1 .. . )ime we are spending" morelnillions of the taxpaieis' dollars Co lit-rally drixe the family- owned farms out of business, decimate the
ral areaSt and orewd, our cities with unemployed, unwanted, and

nsIdlrle
departments.

who- are forced to apply for help from the11' ,
1

i .

rices, higher taxes, and smog-infested urban thing. -,
consumer m higher, food

, -I What matters if new machinery picks the tomato which noon etlooks like a lomat° Or even tastes like a toma:to. The consumer co d..tiot care less. But the consumer is concerned with higher food prices,
I"a , higher taxes, and the demeasingiquality of life.

When the rich get' richer and the poor get poorer and malnutri-tion and pellagra are no lffliger the exclusive net of the underde,
(America,

of the .WrOrld, but are on the increase right here in
od America, the 'richest and most poweiful caux.try in the world, it istime to plug those dehumanizing tax loopholes in dur system which

perpetuates malty of these conditions. I,.
. There haVe -been Government hearings concerning the plight of .fr.,,'the farmer and the farmworkers going ri . for many, many ,years.- But the condition only worsens.

. I 'I refer to the testimony presented before the National Commission
on Food Marketing in 1965 and 1966, by farmer' after farmer

7
manyN , --of whom are no longer in business.

Some talk about law and order in the streets, while many consum-ers talk about law and order in the marketplace and what reallyhappened to our free competitive enterprise system.
When farmers are denied the right to bargain flar a fair price fortheir produce and farmworkers are denied A fair and livable wage

for their work, which is still vitally needed on the farms, and con-sumers are conditioned to buy what they dqn't really want or need,the future looks.dim. - . .,

A. decent life for all Americans is our lieritege.,We can no longerallow the erosion of the human sNrit in our race for technological
-, improvements. _

Senator STEVENSON: Thank you, Miss H-augen. We will print your
entire prepared statement at this point in the record.

(The prepired statement of Borghild Haugen follows :)
.

14
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Mr. Chairman, arr name is Borgh14 Haug n, and I am the Executive Director ;

of the Califoraa Farmer-Consumer Information.Ccerdttee, a state -wide coalition.

at'

of rural-urban consumers. Our Cormittee is made up of family-owned Sara ostlers,
001pn.t...41

farm and rotail.cooporatires, rural ciectrio, organised labor and indiiidual
'1

consumerc.

In your-letter to me of November 30Nyou atateethat "We would be partie,

ularly intereStedin hearing About just how the consumer is effect by or

lendfits from the changing chiractor of agrioAlture, including new evelopments.

such as vdrtical integratisq, in that industry." .

We regret to state that in spite of nowtechnical,devalotnents, the consimers'

food billacntinues to increase.

'
Vertical integration, the take-over brconglomorates and new technical

diveIopmente, Coupled with dideptivo packaging end misleading advertising has

coniUsed the average consumer to the point where hoi is looking for action and

reform.

We have anew breed IF censumere, weaned and nurtured by TV violmace and

permissive lied.in TV confaercials on what to oat and why, who are questioning

these so-called 20th century antics.
. and

These young people, in the grade schools, high schools., colleges ,are
I "

really questioning our viten which has for so long condoned and even encoura "ed

these practice's.
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'44. Young housewives, eager to feed their families cheaply and nutritiously

are frustrated and alarmed over 'the increased use of Preservatives, chemicals,

antibiotics, pesticides, additives and food suppleMents.

History has long oxtol/cd the Araerioan Family -Farmer as ,the most efficient
producer of good and fibre in the world. Ile spend millions of the taxpayers

dollars teachitg farmers in foreign landi how to increase their yields so as to
feed their hungry people. At the sera time Ire are spending more millions of
the taxpayers dollars to literally, drive the really-0 ed far= out of business,
decimate the rur1 areas trici brood our cities with un loyed, unwanted and/.

unr,laLltd farm workers who are forced to a7PPly, for hal from the welfare departments.
All of 'thosei costs are passed on to the consum7 km higher food prices,

higher taxes and smog-infested urban living. j
,What price technology? What price progress?'

',tat matters if new machinery picks tile tomato which no 'longer looks like
a tomato or oven tastes like a tomato. The consumer could not care less. But the

consumer is concerned with higher food prices, higher taxes 'and the decreasing
- ,quality of life.

When tha rich get richer Stid tte poor get poorer end malnutrition and

pellagra are no Unger the exclusiv right of the underdreloped,countries of

the world, but ale en the increase ri ht hero in America) the richest and most
powerful country in the world, it is t to' plug those dehumanising. taX loopholes

in our system whi6h perpetuates many of those conditions.

'There have boon governMent hearings concerning the plight ofotthe farmer
N

and the farm workers going on for many many years. Hut the condition only worsens.

X :refer to the testimony presented before the National Commission on

Food Marketing in 1965 and 1966, by fanner after farmer, many of horn are no longer
in businese.

`4.
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Some taikqout law and ardor in the streets, while many consumera talk

about law and order in the market plate and that really happened. to our free

competitiye enterprise system. ,I

.then farmers are denied the right to bargain for a fair price for their

.

.

produce, and farm workers are denied a fair and livible wage for their work
.

.

which is !still vitally needed an the farms, and commons are conditioned to

buy what they dant really cant or need the fixtuht looks dim:

.
A decentvN..life for all'Americans is our hlriyago. 'We Can no longer

-..

allow the erosion of the.human spirit in our ace for technological improvements.

44,

18
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Senator STEVENSON. At -this point in these hearings, I would-like
to agree with what you say, certainly with your statement about the
death of free enterprise in American agri9ulture. .That old American drea of free men tilling)and working the' soil
that they own is turning in oo a nightmare, from what I have seen of
rural America. In spite of our devotion fo the free enterprise sys-,
tem, it is beginning to appear 'that' the most efficient unit of produc-
tion, namely, the family farmer, is the one who is dying out to the
benefit of the most inefficient unit of agricultural production, thelarge- syndicate farmer, or the large corporate or Conglomerate agri-
business enterprise in rural America. We are interested in getting at
the reasons for this phenomenon in rural America, which as you also .___

point mit) leads not only to- the dehumanization of life in rural
America but also the dehumanization of, life in urban America, as'the migration continues from the.countryside to the cities.

Youmentioned the tax loopholes which offer agribusiness and syn- I.dicate farmers incentives to go into farming. We have heard a 1pt .
6about the tax loopholes and we want to take a long, hard look at the

tax benefits to the absentee landowners, and to the rich and to thepowerful.
40.But what else is happening in rural America besilles the tax pref-.

erences for the agribusinesses, the conglomerates, and the syndicatefarmers? Are there other policies or activities of Government, that
you know of, which seem to be responsible for this continuing trendin rural America? _

Miss 1-IntronN. You have the increasing taxes' on property where
farni property is based on the curfent retail value. instead of onwhat he can get on his acreage, and so, naturally, he can't afford to
continue in business. His interest rates on money, he can't afford to
borrow the- money, and,*even if he did, he can't get a price, the.
farmer can't get a price, he can't get the' price for the products thathe is growing. . -41

Senator STEVENSON. Are you suggesting he gets a lower price for
his product than Tenneco gets, or the syndicate farmer gets, for the
same product? -

Miss lIntronNi I don't know what Tenneco gets, but I have been to
enough hearings of farmers where I kndw that they are not getting
very much, they are not getting enough to cover their c90 sts on what .they are producing. c - .

Senator STEVENSON. Speaking of marketingand I hope, Mrs.
Woo,d, you will feel free to answer,. toowhat has ha ppenep. to the
old farmers' market? It seems to me, even in my short lifetime., the
housewife could go to the farmers' market, and she could, buy a to-
mato that tasted like one. She could buy good quality, vegetables at alow price. It seemed to me to be a pretty great institution for the
housewife and for the farmer, too. He could bypass.the middleman
and sell directly to the Consumer. What has happened to the farm-
ers' market and how does the Berkeley Co-op buy fresh fruits- and
vegetables? Do you buy from big-processors, marketing associations,or do you buy direct from farmers?

Mrs. Wool). We buy in a lot of different ways. Much of our buy-
ing is still in the local produce markets, which is from fairly small
to medium sized people as I understand it. In other words, our buy-

19
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ers still buy a lot of our fresh prOduce In Oakland and in San Fran-
cisco. r.

I am not an expert in this area, but.fIave heabrd how it isydone,
We have some contracts with growers and it actually does save us
money if we can buy al carload of something at a time In other
words, it saves us money when we are buying enough to get. potatoes
or oranges in very large quantities. Put we still deal with a lot of
Very small and medium size growers.

I would like to give an example. Tim asked what else is happen-
ing. I knot, a Mandarin orange grower who can't bring his Man-
darin oranges into our'warehouse because there are State regulations
on the size of the boxes that are allowed to go into a warehouse.

Senator STErvsorr. What are the seasons for that particular reg-
ulation?

Mrs. Woon. I don't know the reasons, and- there may be people
herebut there are often very restrictive State regulations on sizes
of, let's say, the actual size of a Mandarin orange and the boxes that 1,

they are allowed, to enter a warehouse in. He packs his. oranges, his
Mandarin oranges, for consumers in 8-pound bags, and it is not
legal in California. I mean, it is a very strange situation. There are
many little farmers here who could probably tell you about it.

Senator STEVENSON. It's been suggested before in these hearings
that some regulations are concerned not with the nutritional value,

v. or the s,afety of th6 foods, but with the appearance of the foods. I
don't know whether that would be the reason in this ease. Perhaps
hoxes are required, as opposed to bags, in order to prelerve not the
qualitiv, hilt the appearance, of the orange. Do you encounter this
kind aihing?

Mrs. WOOD. I would say, again, I don't know enough of the details
of Svhat inspectors look for, but I would gay that there probably is a
Mt of very nutritious, good-tasting fruit, in probably
vegetables in California, that is not allowed to be marketed because
they do not meet size specifications or a blemish specification, and
there is a lot of stuff that is dumped.

I think That this may 11, in the long run, helpful to farmers, or
maybe to big farmers. I would like someone else to talk on tVat. But
much good stuff is rejected because of superficial reasons and it is

. tumidly state regulations.
e, Senator ST.tvErrsoil. Do you have any ,observations to make about

the farming including the use of pesticides and chemicals,
and their effects on the nutritional value and the safety pf vegeta-
bles and ftuits?

Mrs. liroon. I would say I am very much in the middle. I wish
that we could produce fruits and vegetables with no pesticides. I
think that at this time this is probably not possible. I think, as
Borghild said, that many consumers are very worried, and I get this
kind of a worry several times a Week. I think people are worried
with reason, because I think the attitude, particularly of the big
farmers, is to try to get the ',maximum production today and not
worry about tomorrow. There are many, many cases I have heard of
where you could use a pesticide, but use one-tenth as much as is used
or in a very specific area, and Y tjiink some people are unduly wor-

20-
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ried about this. Many people are linduly worried. Tlitky,4 will say,
there are preservatives in cann d J"eas, what am I going to do about
those presettiires There aili to' rvatives in green beans, they
will say, wli the e aren't. Consu ers are often so concerned, and
with reason, that they worry

i,
AO t many things that aren't a con-cern.-

4But I, as a citizen and as:a tritionist, am concerned about hor-...,
monelsin meat in the long run and' about pesticides in the long runr
both in terms of our bodies"an in terms of ecology.

Senator STEVENSON. DO y u think it is fair to say that there is
sufficient competition in' t retail food business to. have a healthy
effect on prices?

M.S. WOOD. Yes. / i I
-A

.enator STEVENSON. ,There N pretty clearly at this point a great
i deal of competition at the producing level and ih the whole foodchain. There is competition among farmers. But there is increasing

evidence of unfair competition because of tax loss farming which
makes, it very difficult for many farmers who have to make a profit
in order to stay hi business and live. . ,

, One of the consequences, of course, is the continuing concentration
of.land ownership in the hands of fewer and fewer producers, such
as the synglicat4 farmers, the corporations, and .congloinerittes. As
purchasers of farm products are you concerned about the;possibili-
ties of Monopolization of farming and the impact that the gradual
monopolization of land 'ownership and fruit and vegetable farming
might have on the prices that you, as a retailer, would have to pay

N\______) for foods?
Mrs. WOOD. I can't say it is something we have worried about

every day, but certainly; in the long runswe would worry about it.
-Senator SIEVENSON. It is not sqmething you worry about today ?
Mrs. WOOD. Any monopoly would probably hale. this effect of in-

reased prices. . . ,

I might say that the policy of the Co-op is to buy from farm co-
ops wherever possible. Not all of our things are from farm co-ops
but where other things are equal the polio is to buy from farm co-
ops; and most of these are cooperatives of all and medium grow-ers.

Senator STEirmsor. What I am suggesti g is that the small and
medium growers may no longer be with is if something doesn't
change. Then you will be forced to buy fro fewer and fewer very
large growers. There is that danger, lif gr wing concentration of
land ownership and food production ,in the li ,, nds of a few, with all
of the opportunities that they would then have to control prices.

Are you also concerned about the growing trend towards monopo-
lization of food processing?

Mrs. Woon. I can't say that I know enough about that. In. the
.. larger picture, I think that the small processers or the medium Ones
that we buy ..from are having.more and more' a a squeeze, that this

thee© efficiencies that the large guys have are S i wing. up mine. This

difference in" terms of the price that Ive.get i narrowing some be-
cause of the costs to the small person. Or to ut. it the other way,

is a statement to me by, people who are invole4 in buying.
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I would like to say one more thing about the attitude of consum-
ers for the 'Slight of the farmers, and the farm workers. I think
many consumers, if they knew the situation, would be willing to pay
more if the farm workers had decent wages. At our co-op, for in-
stance, every co-op membet did Without grapes for I think, it was 3
years. We41.3st did not have any grapes for that period, and most- of
them didn't buy any elsewhere. They were willing to do ;without
something, and sometimes they are willing to pay more when there
is a choice along this line.

Senator STEvErrsox. Miss Haugen has made the suggestion that
the consumer might be able to pay less for 'better quality foods if he
had better; access to the marketplace. This might be assured if the
family farmer had a chance to, continy farming. Our policies, at
least from what we have heard so far) are determined to drive him
out of agriculture. So I am just not Rife at this point that it is nec-
essary to suggest th0 the consumer even has to pay more. The con-
sumer might be able to pay less if we Bad, a free, fair system of en-
terprise at the producing level in agricultufe.

Senator Taft, would you like to ask some questions?
Senator TAFT. Thank you, Mr. Chairman.

orif Mrs. Wood and Miss Hansen, first of all, let me comtlend you for
undertaking the important job today of cmisuirHer education in these
fields. I believe that many consumer priittirfs can be assisted by
informing the public.

At the same time, I think that problems are .perhaps not as black
and white as you point them out to be. We are particularly con-
cerned with maintaining small farms and preventing a combination
of production of agricultural produmby increasingly large' corpora-
tions. First let us examine , the question of nationally advertised
brands, which Mrs. Wood said, I think, on the average were being
sold at something like 15 percent or so over the special brands or the
co-op brands of your organization. ,

Is there any indication as to whether or not this difference is re-
lated to the actual cost of production? In other words, are the prices
being set necessarily. with relation to the relative cost of production
of the °ask -produce? I)o you have 'any evidence of the actual pro-
.duction cost?

` Mrs. Woon. No, I don't have evidence about the cost of production
of national brands versus private labels.

Senator TAFT. I am.not talking about the final product. I am in-
terested in what comes off the farm, what the farmer gets paid for,
whether he be large or small or corpoate or individual. I do not be-
lieve a 15 percent differential in cost necessarily is reflected or is re-
flecting the cost of production to the. farmer of the Orticular item.
I)o you have any evidence that it is related?

Mrs. Woon. No I don't have evidence that it is related
My point was, if there is any difterence,the large company should

he able to dolt at a lower price.
Senator Mtn. Perhaps not. We have had evident,* both ways on

that subject:
Mrs. Woon. The cost to our wholesale is related to this same Bost.
Senator TAFT. ,.1 can understand that, but into that goes a lot of

other costs, Buell as transportatio4 and marketing. As a matter of

2 +2
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fact, is it not true that the cost of the national brand or the pr of
the national brand may indeed, be based not so much on what the
actual cost of production of a particular item was but also on w t
-tie traffic will bear in view of th,e national advertising that h
occurred?

Mrs. WOOD. Egattly:
Senator Terr. That seems to me what you are saying. It is inter-esting and it is an important fact,' and something I think we

definitely should 'recognize. I believe this is imptirtant from the
point of view of consumer ed*ation, but it floes not .necessarily go
back to the basic question of production at the farm level of the
prarticular items going into these products.

You talked now about nationalbrands and deceptive advertising
and the tike. Is it not-true that some national brands. are produced
by marketing organizations comprised of many small _farmers? For

_instance; we had before us yesterday,i3ome very small farmers in the
production of almonds .who were very worried about the Corporate
farms ,going into this field. These farmers, however, were members
of associations of small growers of almonds who are marketing
together 'and presumably are marketing undei a national brand
dame.

n -

Is it not necessary for these t$?pe of arrangements to,continue?
Miss IintrIAN. Po you mean the cooperatives, the almond growers

who join the cooperative and sell their product?
Senator TAFT. They may or may not become a nationally adver-

tised brand. Some of the marketing cooperatives are nationally
advertised brands, are they not?

Some of them. I don't think that when you buyalmonds in the grocery store you know which brand it is.
Senator TArr. What about raisin4?
Miss Mom% Yes, you have, they aim fairly reasonable.
Senator-TA?r. What about oranges?
Miss HATTGEN. They are fairly reasonable prices.
Senator Ter-r. These are nationally advertised brands that are in

competition with, our co-op.
Miss 114ranN. This is fresh , produce you are talking about and

these are processed and manufactured products. I think' there is adifference there.
Senator TArr. 'When you get, to that level, yes. We are concerned

primarily with the firsflevel, the farm level.
Miss HAtTem. The small farmers who belong to a cooperative are

better off than those who don't, of c6urse. Maybe that is the answer.
They have a chance of bargaining and they are concerned over Ten-
neco when they already have a market and then Tenneco can come in
and put in hundreds of thousands ofirertir/of almonds and than they
are going to lose this.

Senator TApr. This is theproblem with which we are directly con-
cerned, but it is not necessarily related to the ultimate price to the
consumer or to the national brand or non-national brand-characteris-
tic of the foods involved. I am trying to sort out between apples and
oranges. so to speak. .

Miss HArenic. Why don't you say lemons, 2 for 23? You can go to
almost any supermarket and store in the Stateand we have a lot ofo.
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lemons in California, both kinds, you knowbut 2 for 23 cents, that
is a hell of a price to pay for lemons in California.

tot TAFr. And theY are marketed, many of them, through
coo e tives, aren't they ?

iSS HAVOEN. Not all of them. \
. Senator TArr. There are national brands selling, lemons, are there
not?

Miss Ihrroniv. They are a little high. They are still 2 for 23 cents. f

Senator: Tarr. I want to take issue, while we are on this subject in
this vein, ,Miss Haugen, with your testimony to the effect of : att

..matters if new machinery picks the tonAto which no longer looks , <3

like a tomato; or even tastes like a .tomatot The consumer \could not
care less: I ,

tomatoes.FIE"I, as one consumer, happen to e omatoes. We grow a. great
many of them of rather high quality in Ohio.

Miss HAVGEN. I mean. these funny shaped things that look like a
pear. -

Senator TAFr. I do care. You say the consumer doesn't are. I
think the consumer does care. ,

Miss lacranx. I think the consumer does care.
Senator Dry. The consumer' cares very much whether the tomato

is of a good quality.
Miss HAUGEN. Indeed, thy care, but I mean they could not care

about producing a new machine that is going to pick something.
Senator TAFr. I agree.
Miss HAVDEN. And. it doesn't taste gold.
Senator TAFr. I think this depends on how :the job-is done. SOme

are done by cooperative and some are done by other national con-
cerns.

Miss ItAnGEN. They need more research on the type of the seed or
something.

Senator TAFr. Let me talk for a minute about your organization
Mrs. Wood. It is a consumer cooperative at Berkeley with 62,006
member families. You operate, I take it, a chain'of grocery stores?

Mrs. WOOD. Yes.
Senator Tim. now many employees do you have operating these

stores? Do they also operate the processing companies that produce
the material we have here in the exhibits?

Mrs. Wool). No; they don't operate the processing company. Our
own co-op has nine centers and nine stores. We are members and
also owners of a wholesale, which is at the same address in Rich-
mond. That wholesale services us and a Palo Alto co-op and a few
other smaller co-ops in. California. We are in turn, members of the
national wholesale that owns a lot of these labels, and probably co-
ops in Ohio would have the same label on the peaches, or let's say
the applesauce, as we do here, but the applesauce in our case would
come from Sebastopol and in your case it might come from Mehlgam

.

Senator TAFr. Store managers,"presumably manage each of these
. stores?

Mrs. WOOD. Yes.
Senator 'TAFr. Who are, paid on a salaried basis?

24



1645

, Mrs. Wood. Yes. We have about 500 employees, I think,; in the
Berkeley co-op. The wholesale is a separate but related organization.
But we ntract with Suppliers 'who aro sometimes co-ops. ilrhe milk,
for instairm, is Land o'Lakes.

Senator TArr. As to these store managers and the executives,- are
they men of ability in this field?

Mrs. WOOD. Yes.
SenatorTArr. You liavibeen in lousiness for some time?'
Mrs. WOOD. Yes, 35037 years, since:the middle of the 1930's,
Senator Tan. Do you have a president of your concern?
Mrs. WOOD. YeS.
Senator TT. HAF ow long has he been president of the concern?
Mrs. WOOD. He has been president, we have a board, he is elected

to the board by the members. We'have \our annual meeting tomorrow
night, by the way, and you would be welcome. But he is elected.'I
think he has been president just this past year, but' he is on the
board for -3 years. ,

Senator TArr. He is paid a salary?
Mrs. WooD. No; the board members are not paid. They hire the

managers.
Senator TAFT. The store,managers are paid theinselves?
Mrs. WOOD. Yes:

`11.- Senator Twr. And, presumably,, comparably with othev store
managers or you wouldn't get first-quality people?

Mrs. WooD. Yes. .4

Senator TArr. Does the cooperative pay an income tax?
Mrs. WOOD. The cooperative pays an income tax on any undis-

bursed saving.s in any consumers' cooperative, the savings go back to
the members in proportion to how mucl they members shot) and how
much was saved. It is a little bit like eild' of the year blue chip
stamps in a way.

. Senator TAFT. How much income tax did- your cooperative pay
last year?

Mrs. WOOD. I don't have the figures here. I could get them for
you.

{Senator TAFT. Do you. think they did pay one?
hMrs. Woo"). They paid some income tax. They pay property tax

the same as everyone else.
Senator TArr. But the basic policy is distribution at the end of

the year?
1 Mrs. Wool). That's right, to members in proportion to hoW much

they patronize the store.
Senator TAR. And there is no corporation income tax paid on it?
Mrs. Wool). No. As far as I understand it, any business can do

this, any business can refund to patrons money of this sort.
Senator TArr. A corporation, however, if it makes a profit before

it makes any distribution by way of dividends has to pay a corpo-
rate income tax, does it not?

Mrs. WOOD. No; but I think several years ago when an automobile
company was refunding $50 to everybody who bought a Nash

, whatever it was, they didn't pay income tax on that $50.
Senator TArr. How about a "mom-and-pop" store doWn the block

which a family is attempting to operate and make a profit on. If

25



I

1646

they make a profit, they pay a' personal income tax on it, do they
not? .

Mrs. Woon. Yes; but if they refunded some of that to the people
who shopped, they wouldn't pay it on that part.

or k5enator -TAA: lk would be- a gift tax then, If they went over the
gift tax limit, but they would not get any income tax deduction,
would th ey, for a gift to -their Curitomers once they collected the
money? ( .

Mrs. Wooiv-I think you, could,, let's go back to the blue chip
stamps. I thinly thit Safewaror anybody giving blue chip stalps
&es ,not--

Senator TArr. That is an expense of doing business, a prowotion:
Mrs. Woon. But any business can refund. I go to a department .

store that gives some kind of a funny dividend thing and you collect
it at the end of the year. They don't pay income tax on the divi-
dend.

Senator Tyr. That is a discount they are giving attuallyr\is, it
not?

Mrs. Wotan. Yes; it is. But in iccertain sense the co-op is the same,
but a co-op figures it out at the end of the year.
'Senator T-r. The co-op, members own it. It there isany profit%

the operation in effect it is distributed, and distributed without any
prior tax to hie co-op members. I don't see anything wrong with it.

I might say I have been in favor of cooperatives for 'Many years.
I. am just trying to bring out that there are tax advantages which
cooperatives have in comparison with the individual proprietorship
that I think also are subject to review, and any time we set tax laws
it should be understood that they are going to have some competi-
tive effect between the various concerns that are involved. I am not
saying'what is right or wrong; I am just trying to point out that
there are tax advantages to cooperaties, too.

Mrs. Woon. But I think, if you look at these tax laws, it is not
something that is exclusive to cooperatives. The savings in the busi-
ness at the end of the year

Senator 'TAFT. I don't agree with you on that. I have to say it is
exclusive to cooperatives and I see nothing wrong with it

say

exclusive to cooperatives. It is a form or a method of doing business
that has been developed in' this country with which I happen to
agree. It has done a tremendous job in many areas. But we have to
recbgnize that any tax system we setup, there &re going to be
advantages that occur. What we have to deeide is whether or not
those advantages are equitable and desirable advantages. That, is
really what we are trying to assess now as to the entire agribusiness.

If losses are being used on, a kind of loss-leader basis to promote
unfairly an advantage for some producers over others, I am deeply
conceited with it. But I don't think you can just talk in the abstract
about tax advantages to one grpup or another, particularly from a
cooperative point of view. That is all I have.

Senator STFsnwsow. You have both 'talked about vegetables, and
niost notably the tough-skinned tomato developed, to be picked and
packaged instead of to be eaten. In fact, the 1st day of hearings
before you got here, ii,tiator Taft, I mentioned that infamous
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tomato. It used to be that we could, campaign with impunity. Some-
body would throw a. tomato at us and we didn't have to fear aserious wound.

Do you have any opinions about the activities of .imblicly sup-
ported colleges, namely, the Land Grant Colleges, which are helping
to develop these weapons, tomatoes,/and other vegetables?.They are
also, I gather,'` helping to develop machines which pick them. One

witness before this subcommittee estimated that, of the agricultural
services of the University of California, about, 95 percent wereinvested in the development of new technology, maybe 2 percent, at
most, to the social impact of technology on Agriculture and, ruralAmerica.

What is your opinion about such activities and such publicly.sup-
ported colleges, and are there things that they should be doing to
help with the development, not of leather-skinned tomatoes, but ofedible and nutritious food products?

Miss HAUGEN. They are beginning to, they haven't in the past, but
they are beginning to become quite aware. I think when the recent
conference on food and nutrition, the first White House conference,I think, that President Nixon arranged, and we were invited to that,
I think it was quite an eye-opener because the food industry was verymuch disturbed. They thought they had been doing a terrific job,
and they were wondering :why there were so many complaints,
because there were complaints about advertising, complaints about
lack of nutrition and all. Since then, there i4 quite a trend going
back, the,extension departments have nutritionists who are workingwith the poor and the people with low incomes. They have stepped,up their program.

I think there is a trend throikhout the country that we are just
sort of reaching the full circle. Either we are going back to feudal-ism or we are going to really make the American dream work,
because the gap has been getting wider and wider all the time
between the "haves" and the "have-nots." Our technology is marvel-
ous, we can walk on the moon, but we can't find jobs for people. We
are eliminating jobs, and whose responsibility is this?

I think the gentleman from tlie Bank of America said we havetwo issues here. You have the economic 'issue and you have the
human issue, and human values, and- they arel'not related. We aregoing to have to .relate them. I think this is.a trend. We have talked
about it in abstracts in the past, but we are beginning to face it. We
have to do something.

Senator STEVENSON. Do you have anything to add,. Mrs. Wood,
about the adequacy of the public services of our publicly supported
colleges"

WOOD. I would like to second what Borghild says about the
nutrition services, which I think iirenrt going far enough yet. I
worked with the California Agricultural _Extension ,Service m thenutrition education program, which is nutrition education with low-
income people and I think this is a start, this is a nationwide pro-
gram.

I would like to second, though, what Dr. Friedland saidon,Tues-
day. I .was very glad to hear him say it. I am an old Agie myself

k
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from Cornell, and I worked there, and I worked in agricultural
extension and I worked in rural sociology and I have worked here
and been in touch with the Agricultural Extension Service here, and
I think that at least in these two States, and from what I have seen
elsewhere, the Agricultural Extension Service is unduly conserva-
tive, unduly connected with the whole farm picture rather than the
public at large.

Senator STEVENSON. Is it connected with the whole farm picture
or part of the farm picture?

Mrs. Wool). I don't know. I know what is happening in. California
on the nutrition side. I would say that when the University of Cali-
fornia develops mechanical grape- pickers and mechanical tomato-
pickers, without enough concern for the human values and the toraa-
tores, they are working for one side of the farm picture. I think
that these agencies, along with the U.S. Department of Agriculture,
have not always worked for the public as a whole.

Senator STEVENSON. Just shifting now to the national brand ques-
tion. What is the price of orangesIoday in the Bnikeley Co-op ?

Mrs. WooD. Nineteen cents a pound.
Senator STEVENSON. Nineteen cents a pound. That would be

roughly how many oranges?
Mrs. WOOD. That is about three large ones.
Senator STEVENSON. 19 cents roughly for three oranges. Are those

Sunkist oranges?
Mrs. WooD. Sometimes they are; sometimes they are not.
Senator STEVENSON. How do you purchase your oranges?
Mrs. WooD. I don't really know, I am sorry.
Senator STEvENsoN. Is there a difference in the price between

Sunkist and other oranges you sell?
Mrs. Wool:). We often have had two kinds of navel oranges on the

stand at the same time, and when we do Sunkist is higher.
Senator STEVENSON. Sunkist oranges are all California oranges, is

that right?
Mrs. WOOD. I think so.
Senator STEVENSON. Sunkist is the label of a marketing associa-

tion, I believe, for California oranges ? I don't know if all the-citrus
growers in California belong to that association. My impression is
that they don't all belong to it. Does it include growers in other
States? Have you ever purchased oranges from Texas?
MRS. WooD. I don't remember that we have. We have purchased a

lot of grapefruit,from Texas, grapefruit from Florida.
Senator STEVENSON. The reason I asked is that I have been to Rio

Grande Valley of Texas, and seen citrus rotting on the trees. I can't
remember the price of oranges in Texas. My vague recollection is
that you can buy a very large truck full of oranges for $8. I don't
know how many oranges there are in a large truck, but I suspect
that the difference between $8 for a truckload of oranges and 19
cents for three is significant.

Why, with all due respect to California oranges, which are
famous, and consumed in my State of Illinois, isn't the Berkeley
Co-op buying oranges at $8 a truckload, if my figures are correct?

Mrs. WOOD. I don't know.
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Senator S'rEvExsoisr. The point I am trying to make is I think
your point, that while national brands can be an effective wan of
helping farmers market their products, they can also be an, effective
way of excluding farmers from markets. In this case them are many
farmers in Texas with good and tasty, nutritious oranges, but with-out a market.

Mrs. WOOD. In answer, why aren't we, they are probably not avail-
able to us in any practical way. ,

Senator STEVENSON. Do you have any further questions, Senator
Taft?

Senator TAW. I have none.
Senator STEVENSON. I want to thank both of you again very much

for joining us this morning.
I am very pleased to -welcome our next witness, Qongressman Jer-

ome Waldie, who represents his district with great distinction in theCongress.
We are glad to have you with us this morning, Congressman.
You have been interested in a great many public concerns, includ-

ing the problem of water in California. We aie grateful you couldjoin us and I know what you have to say will be 'a great help to us.

STATEMENT OF HON. JEROME R. WALDIE, A REPRESENTATIVE IN
CONGRESS PROM CONTRA COSTA COUNTY, CALIF.

Congressman WALDIE. Thank you, Mr. Chairman, and Senator'Taft.
I have a statement, Mr. Chairman, which I will submit for the

record. I will not read the statement, I will talk around it.
Senator STEVENSON% Without objection, your statement will be en-

tered in the record at the end of your testimony.
Congressman WALDIE. Thank you. I would first like to bring to

the attention of the committee an issue that I suspect has been cov-
ered in considerable detail. This is the national policy of landowner-ship and distribution, a policy which has allegedly existed since early
American history.

I think it was premised on the recognition that those landownership
policies in portions of our country that have concentrated land insingle ownership have been undesirable. The most outstanding ex-amples of undesirable landownership poIkies are the plantation sys-
tem in the southern part of the United States and another of more
recent date, but continuing period of time, landownership policies inthe West.

By historical accident the concentration &landownership in the
plantation system in the South stems from the land grants given to
those who colonized that portion of America. Land grants in the West
stem from a policy of Mexican land grants, for the most part. In
contrast are the more equitable and beneficial land distribution poli-cies found in the Midwest, a direct result of the Homestead Act.

I think if we assume as an accurate statement that the histor-
ical evolution of landownership in the heartland of America was
best for America, that small landownership and the resulting social
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benefits that ensue is the policy we should have encouraged as we dis-
tributed our public lands, then, I think, we know that we erred
in the South when we did not redistribute the plantation system.
after the Civil War, and when we did not redistribute the western
lands when they became incorporated as a part of the United States.

Having made that statement, and it is a statement which I deeply
believe, I see the problem as how to correct the error, that when these
lands came into the public domain they were not distributed properly.

We have determined, apparently, that we will not take the revolu-
tionary advice that we have consistently given as part of our foreign
policy, most notably in South and Central America and most recently
in South Vietnam. We have insisted in our policies with those gov-
ernments that stability of their societies would be largely dependent
upon redistribution of the land ownership patterns from the concen-
trated pattern that exists in Central and South America and in South
Vietnam, to a distributiOn of ownership among the people. This is a
policy that we have consistently, attempted to follow in our foreign
affairs because we believe there is social value to, it. But we have re-
jected it as a means of correcting historical error of land ownership in
the South and the West. We have believed this policy to be too revolu-
tionary for us to adopt, but we have insisted that those foreign nations
with whom we, deal adopt it in order to bring stability to their society.

What we ought to do is accomplish that redistribution of lands
and the ownership patterns of lands, particularly in the West, by
other policies, most notably by the proposed Land Reform Act, and
the existing excess land laws that apply to water developed and de-
livered by the Bureau of Reclamation. This attempt at a national
policy said, We believe in America that a distribution of land as
widely and thoroughly, among the people as is possible is the most
equitable means of attaining equity and stability in our society." We
will encourage that distribution of land by a national policy that sug-
gests that, if the landowner desires revenues from the general treasury
of the United States in the form of subsidies, in this instance a water
subsidy, he will comply with the national policy of redistributing his
land by the acceptable means of selling all land in excess of the acreage
limitation of 160 acres for one individual, 320 for multiples thereof,
depending upon the family.

We have also determined as regards the excess landowner, that ab-
sentee ownership is a policy that lends itself to instability in society
and that we would discourage absentee ownership in the West, a factor
that had existed in the West along with concentrated land ownership
since its early history. We would attempt to redistribute that land to
eliminate the absentee ownership factors of the land, by applying the
national policy. involved in the excess land law. That law has been on
the Woks since 1902. I think there is no one who believes that law has
been in any way successfully implemented.

There are few who really believe in the law. As nearly as I can
ascertain, there are hardly any persons, other than Paul Taylor of the
University of California and a group of people who believe in him
and I am one of thosewho believe that the excess land law is
desirable.

The political leadership of California has continually re-
sisted the application of the excess land law and the redistribution
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of these huge thousand-acre tracts, -multithousand acres that are insingle and now in corporate ownership. The political leadership of thisState has expressed its disapproval in that law in mass terms.
They have said, for example, that the 160-acre limitation, though ithas some validity in terms of the concept of the small farmer,

should be modified. Governor Reagan's task force during his admin-
istration has come up with a figure of 640 and the multiples thereof.
The point is, though, not that there is a figure in excess of the 160-acre
multiples available under the law that is desirable; the point is that
nobody in political leadership in California who is able to effect re-form in this particular area believes. that reform is desirable. On if
they believe it is desirable, they are not willing to call for that reform..

The national government, unhappily in my view, has aided and
abetted the political leadership of California in their conservatism,
in their outspoken and successful attemptLto avoid the applica-
tion of the excess land laws. They have done so`in a variety of ways.In the first instance, the placing of the administration of that law

4the Bureau of Reclamation was an error of grievous proportions.
It seems to me it was an error for these reasons : The Bureau of Re-
clamation, like any bureaucracy is desirous of maintaining its exist-
ence by engaging in as many projects as it can posgibly include. in the
budget session of each year. The excess land law is a hindrance to
developing water projects in the West because those who will benefit
most by those water projects, the huge landowners of the West, are
resistant to having their land ownership in any way denied to them
or redistributed by the application of the excess land law.

In order to encourage the approval of projects throughout the
West, the Bureau of Reclamation has been given the task of enforcing
the excess land law and has been greatly remiss in the administra-
tion of that law. The law, simply stated, is that the lands in excess
of 160 acres or the multiples thereof permitted under the law must be
sold at a prewater price if you desire subsidized Federal water. Land§
that are in excess of 160 acres or multiples thereof that utilize federally
developed and delivered water must be occupied by the owner thereof.
You cannot be an absentee owner, because the policy of absentee land-
ownership and the policy of huge land ownership is contrary to na-tional policy.

Despite the simplicity and the 'clarity of the statement of the law,
if you were to examine the record of the implementation of the law by
the Bureau of Reclamation, you would assume that it is either ex-

Aremely complex or that it is, in fact, nonexistent. They
are aided and abetted in their reluctance to enforce that law by the
Congress and all administrations. There seems to have 'been disagree--
ment with the principles of the law by every administration and every
Congress that has been in existence. Since 1902 no one can convince
me that were Congress and, the administration desirous of imple-
menting that national policy, that law would hot have been imple-.ment0.

Beyond that, the law presumes that, if an individual owner who
does not desire to break up his massive land holdings and is able to
go it alone, he may do so. The law does not interfere with that oppor-
tunity or that individual decision. But that individual option was the
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precise reason for the development of. the' California Water rojtct,
which enables avoidance of the application of the excess Ian. law to
the torpbrate landowners in the west side of the central Vall iv. This
powerful block of landowners was successful in persuading, p; ople in
California to indebt themselves to huge sums to construct tl water
project and to h e sums at have accrued since that project has be-
gun. The project wa esigned almost exclusively, politica ly, cer-
tainly exclusively to avoid the application of the excess land law.

That woUld be bad enough, but at that point, it would see to me,
the sins, to the extent they exist, are sins that reflect on t e State
government which, designed the project and persua ed the
people of California that it was in their bdst interest to e s nce the
value and to prevent the redistribution of these huge tracts o hind in.,
California.

Beyond that, however, the sin becomes expanded m nd v the
National Governemnt now has to assume a major share of that sin.
The Bureav of Reclamation, the Department of Interior, nd most
administrafiOns both the present one and the previous o es, have
looked- sympathetically upon the application of the State o Califor-
niania and the .California water project for Federal funds t assist in
the completion and construction of integral parts of that pr jest.

The first §uch breach involved the San Luis Dam, whe the joint
use of that facility was approved by the Congress. Though it wasnever
clearly determined that the excess land laws did not apply ince there
was an investment of Federal funds in this State projec , that has
been the result of that action. Excess land laws do not apply at the
present time to the delivery of any water developed or delivered
through the State water project.

At the present time there is pending before the Congress a bill
(H.R. 2314) authorized by Craig .Hosmer, a Congressman from
Long Beach, to construct a facility in my district, a fact which you
might construe to be unusual. It is a major project known as the Pe-
ripheral Canal. Many years ago as the feasibility report states, it
was determined it would cost about $208 million, but it quite clearly
will be many millions more than that now.

Mr. Hosmer has introduced a bill sponsored by the Department of
Interior and sponsored by the California State administration to
have the Federal Treasury come up with half of the cost of the Pe-
ripheral Canal. The Peripheral Canal is the heart of the California
water project because, without the Peripheral Canal, the quantities
of water they proposed to deliver and contracted to deliver in the
fifties cannotbe delivered because salt would be pumped up out of the
estuaries and out of the bay into which the draft of the pumps of
the water project are now directed. The Peripheral Canal will place
that draft 43 miles upstream in the Sacramento River and they will
then not bye troubled with such a. deteriorated quality of water that they
cannot deliver it and still be in compliance with the contracts for water
delivery.

If the Federal Government agrees with the concept of the Periph-
eral Canal bill, we will, in fact, pick up half of the cost of the con-
struction of that facility. What we, in fact, have said to the State
government is that we approve of the State of California's decision
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to avoid the national policy of application of the excess land law,
and wetare tieing Federal funs& to assist them in the implementation
of that scliellie to avoid a critical and essential national policy of
land reform.

We assist in the development of the California water project, in
contravotion of this national.policy of long standing, in area after
area. We assist in tax policies that have application to issues of that
nature. We assist through the Bureau of Reclamation in the plan-ning of the project. WO have attempted to coordinate th0Federal
projects in a manner that is most beneficial to the State water proj-
ect in order to save the cost to the Stat43 of the State water project.

We have done everything we could, as a national government, to
assist the tate4 of California in .acting contrary to a national policy
of long standing and of tremendous beneficial impact on American
society. It does seem to me that the Congress of the .Uniferil States
and the executive branch of the United States has to ma kt up its
mind, do we really believe in the small farmer in America, do we reallybelieve that the development of landoWnership in the Midwest and
in the heartlands of America was a proper development of landown-
ership, or do we honestly believe that the plantation system in the
South and the huge landownership system in the West are in the
best interest of the people

Clearly in California, what is in the best interest of the' people wasnot given much consideration. The political influence of the people
wha own these massive tracts of land is enormous in California. That
political influence has become greatly magnified as the ownership of,those tracts of land moves into corporate ownership. The ability,to
prevent the continuation of a situation that, from its inception, was
contrary .to national policy is becoming remarkably diminished as wepermit the developments of recent years to' continue.

It seems to me, Mr. Chlairman, and. Senator Taft, that someone in
the Congress must make a definitive statement that the excess land
law and the policy of small ownership of agricultural lands in Cali-fornia and in the rest 'of' the United' States was a desirable policy
when it was implemented, when it was executed, and when it was

7 formulated, and is an even more desirable policy today. Whatever the
reasons that existed historically for determination of the homestead.
method of landownership, those reasons are magnified in terms of thenecessity of obtaining stability in American society today. All the
desirability, the romance of owning land and farming on it that is the
fabric, of America, is now more dramatically necessary to our national
well-being than ever before in our history.

I state, Mr. Chairman, that the contribution this committee has
made, coming into California, al State that more than most has
thumbed their nose at this policy is considerable. This State's politi-
cal leadership from the beginning, at least, of my interest in and in-
volvement in politics has repudiated that policy aild has sought to
prevent its application and'has sought to prevent the consequences
of that policy ever being implemented in California for Californi-ans.

With that, Mr. Chairman, I will submit my statement and re-spond to questions that you might have.
(The prepared statement of Congressman Walk follows:)

60-133 O- 72-pt. 3C-7-3
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STAMM' MY COMINSINIAN Mess 2. Iv=
05' vux 'Inns LAMM 40p Mac mums commoin
oanow 13, 1972 -- 1(41 rammo. =roam

-1

Mr. Chairman, imebeis of the Snboreeittee, in Wrest of 1970

I yenta to the setretary
.

of the Department of AltianItura voicing my @COMM

about the possible detrimental effect on crop prices by continued new develop.

vent of acreage on the beet side of the Sam 4osepein Wiry.

ttr concern followed the relearns of a.pxelinisartrepert preiered

by Professore Dean end Ring at the Univerelty of California, Davie.

The Dean and Xing Stedy indicated that some 253,000 acres of

,' '-
new agricultural Liewde weld be developed following the availability of new

water from the State Water Project and the men Luis Mit of the Centril Valley

Project of the U.S. Wilma of Viclmseiiom.

In ay letter to then-secretary Nadia, I iNsittie.od the wisdom

of this dreelopeenet of new saran's which will avow crops already in surplus, in

California and already cawing great hardships on mall and Ned

growers.

In that letter I said, "It be my glow that the Umited States

Sweet of Reclamation is knowingly expaeding acreage in an area where surpluses

already saint and where the federal povernmeat fa expending large /points of

public funds to protect ferler's prices. 'This steers to be an isexplicable and

incongruous situaiiOn which is worthy of fall investigation."

Mr. Chair/, 2 should have included the State of California

when I challenged that policy of developing new acreage inea area Wordy

burdened by softening prices and crop surpluses.

Shortly after .K sent my letter to the secretary of Aviculture,

I received a response from the focromic Research Service of the Departneat.

X would like to quote from a part of that letters

,"The current irrigation development in the San Joaquin Valley
referred to in your letter was planned in the early 1950fe ,

in accordance with guidelines in extetanam at that time. Cur-
rently, the !bureau of Reclamation"' program, along with
similar water and related land resource programs of other
Federal agencies, are coordinated by the Water neeources Colleen
which was established in 1,45. Under the *iris of the Water
Resources Council, all proposals for developing water and re-
lated land resources are evaluated in accordance with projected
national requirements for agricultural product'.
IT IS IMOD= THAT 110 wRTIR =SOWN PAOJOCT Se CONSTRUCT=
MUSS ITS OUTPUT I1 Neculdia TO OLP MY= INS= IMMO
=Tv= ASQUINOWITS."

I call this to your attention, Ht. thairmen,Imeanoeof its

importance in light of a more recent letter from this sm. agency.
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ne December 28, 1871, Cheries W. Moore, Agricultural Sccecedst

with the Department of Agriculture's !Canonic Parsearch 5411dC411 sent MI a
copy of A report entitled, *financial Analysis of POtentiel Agricultural

Development on the San Joaquin velleerifertside."

1b4 conclusions of this report. Or. Chairman, match the con-

clusions of the earlier Dean and nil Study -- that development of the West.

side is going to result in a threat to the pricing structure of specialty crops.

Mr. Aber* wrote me that the report points out some "pct:entially.

pericoe Problem" for California
farmers and he said that the, report was con'

'Mired by some to be ocenwhat pessimistic."

Mr. Charism,: 2,consider the report to be terribly pessimistic'

for California farmers, and for California farm laborers, including migrant

workers.'

I think.that this report eervet to indicate that the policies

of the itite.and federal Governments
in fostering this axpansion.of acreage is

beyond change despite the obvious dangers it poles to the'agricultural

S tructure of the Stets WO the Nation.

I quote from the new study:

"..the unmistakable thrusts of the results of this study
1s that the Weetside development

bring on severe financial
difficulties for same districts **stride, and that theSpillover effects-interim of 1 prices elsewhere in the
State say create income problems in other areas producing
specialty crone."

4

Mr. Chairman, the report suggests three possible solutions

to the obvious problems relied by increased acreage. Oner by controlling

acreage and production of specialty crops through
marketing orders or quotas.

11, by reducing water costs by having Stets and federal Government subsidise

the construction of distribution titles end drainage systems,. Awed, three,

by relying on the growers and producers to limit acreage production sufficiently

to protect prices.

would like to wake a bried'comment on each of these alterna-

tives before addressing myself to what I believe is the most import/int point

to be made by the report. '

l

Malkin orders and
quotas will stopsover-production only if

they are extended to all specialty cops, these being cotton, citrus, nuts,

orchard fruits, tomatoes. etc.'

While quotas will protect the existing growers, they do act

to,cseate a monopolistic situationPthet
can raglan in prim and supply problems

harmf, to the consumers.
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The tooted alternative, cutting water toots by further Worn-

wont subsidy, is absolutely mosso& to the people of Ealifornia who, 1111r.

wittingly perhaps, approved the expenditure of some $3:billion for a State

water Project with theousuratte that the users would pay for distribution

and drainage facilities. We have son already some indications that voters

and users are reluctant to'pick up this tab for construction distribution

facilities. Wotan; in this Santo Darbara arse, for example, defestimi_three !s-

tunts** lour district officials who advocated such facilities.

The possibility of voters "warning their own production would

be the best of the three proposals, but only if the decisions were in the

hands of the farmers. his long as decisions regarding production and develop -

sent of the Mastoids are to be sad. by tho giant corporate farms, 2 have deer.

reservations about roetrictiont being adopted to protect the stall and wdiwi-

sized growers. 2 fear that the very opposite will occur, that production of

this new acreage by the corporate farms will for the express purpose of

creating a batter market sitmati-n for tie integrated farm product producir

at the exposes of the small farmer.

In short, the weVr polities of the State and the /Worst

Governments unless' changed, will sopt Moly result in the dettruction of the

I
small farmer and the continued prosperity Of the corporate farm without any

risultant'berofits foe the conjurer.

- If this were not bad enough, Hr. Chairman, both the Sureau of

4
n eclomation and the Stets of California want to bring in still more water to'

the San &leggin Valley by the *pounding of wild rivera in the North Coast of

the State.

2 have long opposed such development on the grounds that thesa

are the lest reseining wild river systems in the State of California and have

cultural, hiitoric and natural benefits to thrpoople of the Nation worthy of

protection of these rivtri.

I have, also, maintained that thiea rivers are not nacimory

for r agricultural, industrial or domestic use given the alternatives of

dommlinixation, recycling and gap- thermal deposits.

Thum, Hr. Chairman, lino pleased to note the agreement of the

author. of the analysis tent as by the totemic Resoareh Service of the U.S.

D opertment of AgrIculture With my contention that the North Coast rivtre are

not needed by the States agricultural industryload, in fact, result in

fOrtglr prissurso.an the prieo.otructure of that industry.

/ would like to quote from the reports

"Several very larg4-soole divermioos of water haw boom suggested
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fix California In the future. These Include development of
the Worth Coait water supplies, and in the longer run, water
transform from the Pecifio Not4hwest and/or Canada AndrAIaska
to the arid Southwest of the united States. these plans assume
that irrigated agriculture-will absorb a high percentage of
this expensive water within a period of a decikre or two. This

t has attempted to demonstrate the economic difficulties
whi may beencounters4 when the rate of development of land
is faster than the rate of build-up of market &wend for high.
value specialty crops. The magnitude of this problem is in
direct relation to the scale of the anticipated inter-regional
transfer (of water). That is, the poesible WIN dartassinof
effects of the a id addition of far of lint
Er2mLym4LApALLAyrum)notngsjaacludt.ha.
"This suggests that methods and technologies of providing ad-
ditional urban water supplies should be explored as Alternatives
to more large dams and aqueducts which,'-because of their large
scale, have traditionally relied hoiltiXyzen the agricultural
component for oc000mic and financial. feasibility:"

Mr. Chairman, I fully concur with that conclusion. I believe

that we should go beyond the reconsideration of proposed projects and reconsider

existing and already authorised projects in wake of the revere economic effects

their use will surely bring to the California grower, farm worker'end to the

consumer.

Mr. Chairman, I suggest that the Water Resources Council has not

been properly alert to the serious problems facing California agriculture. If

it had been, I do not believe that there would even be serious consideration

of further Water importation projects fOr the purpose of opening up more ir-

rigated lands in the %Oxide of the San aoaguin Valley.

Additionally, I believe that new and'deoper consideration should

be given to such water transfers as the Eastside Division of the Central Valley

Project.

I share the concern of Norman D. Livermore, Secretary of the

State Resources Agency, that development of the gestalt!. Division night well

further contribute to the crops surplus and pricing crisis that Already exists.

The solution to the farm problem, I believe,:is to strengthen

the mall !eviler to the extent where he can make a good living, pay just loges

and product to the best of his and his land's ability.
1

I agree with the head of the California Grange, Kr. Chester never,

who recently said that farmers and workersie6t support each others efforts to

survive the pressures of the corporate fame.

Mr. Drier said that California's small farmers suet be preperid'

to support the unionization of fare labor because the fare labor unions sUpport

organised hargaining for farmers.

Mr. Chairman, I have joined with several Colleagues in the

Mouse of Representatives in introducing legislation which will put new strength

in the hands of the :mall farmer by forcing excess land owners to moll that land

to the Government for ultimate sale to other Mill farmers, 3 7
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This is islation provides a market forwristing 113100011 landat

it would provide for sound land -use planning; it would provide, through

SWAMIS iron the sale of the land, for a special education, comervation and

monmid opportunity fund/ and would provide, job opportunities amd a chance

to own their own land to thousands of tam workers and migrant labccurs. L

Hr. Chairman, the Problem facing Cali!ornia'i agricultum

industry, its farmers Mad its farm wodbrs, are grave bet not inad1Mble.

reproved water resources management 0 planning, and caution.

in the developmat of new agricultural scream ars Mt two of the integral

parts of the ultimate solution.

I holism that the fact that!you have brought the rshoMmittm
A

to California to confront the penblao say well perm to brim this solUtioar

Closer to reality.

I
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Senator STEVENSON. Thank you, Congressman.
The concerns you have eloquently expressed about the ability of

Americans to acquire their own farmland have been expressed before
in our hearings. and by people concerned about land ownership in
other parts of the Nation where water isn't an issue. Before the need
for national land reform is fully. accepted and before such reforms
are fashioned, shouldn't we know who owns the land? Shouldn't we
know something about the distribution of land ownership in the
country? And, if so, is there any agency of the Government, State
or Federal government, which does inventory land ownership?

We have agencies in the Department of Commerce, the Depart-
ment of Labor, 'Bureau Of. Labor Statistics, and many Others who
inventory various assets, and maintain all sorts of statistics on
aspects of the economy. Do we, to the best of your knowlelige, know.
who Owns the land in America? ..

Congressnian WALmn.. I know of no agency that provides that
service and I concur in the suggestion you made about the solution
of the problem requiring the underStanding of the extent of the
problem, and perhaps even more importantly it requires an under-
standing on the part of the people not only as to the extent of the

`;problem but how the problem has worked
, contrary to their best

interests.
I find that few people in the West talk about the need lor lan

redistribution, and when they do talk about the need for land list i-
bution they are widely characterized as advocates of radicalism.
Land distribution is characterized -as a concept foreign to being a
good American, and that is utter nonsense. It was the basis of our
policy when we started developing this country in the distribution
of public lands over which we had a policy, which was the heartland
of America. It is the keystone to our foreign pOlicy. I can imagine
the hypocrisy of a State Department representative going to Central
America or South America or going to South Vietnam and suggest-
ing to the establishment of that political .society that you must rubs-

,. tribute your land. That is the problem in your country. That is why
\you are confronted with revolutionary tendencies, because land own-
ership is so maldistributed. If I were a. politician in Central Amer-
ica or South America who had no interest in the improvement of the
lot of the people in my country and who was not interested iii
acquiring the stability that land distribution. would bring about, I
would respond: "That is an interesting concept for a -representative
of the-American Government to propose. Will you tell me how you
implement that _concept in the southern part of the United States.
and in the western part of the United StateS? Will you tell me how
you implemented it when you had the opportunity to do it,. when
those lands were in the public domain? If you tell me you failed to
do it there by inadvertence and oversight, will you tell me what you
are now doing to correct that inadvertence and oversight that. is any
way consistent with what you. are advocating that I do to assist the
people in the country in which I am living?"

I suspect it would. be very difficult to`answer that question.
Senator STEVENSON. Is one of the reasons for the apparent rnal-

distribution of land in the country the high price of land? Is it
becoming priced beyond the reach of the little fellow?

3 9
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Congressman' WALDIE. I think it clearly is one of the reasons
today. But that is not nece§sarily in any way prohibiting the Fed-
eral Government from 'implementing the policy of land distribution
with the existing tools. Tliey wouldn't have to en &ct any radical leg-
islation to effect land distribution in a great part of the West. All
they would have to do to effect it and implement it is to perform the
responsibilities that the excess land law says they must perform, and
have the Bureau of Reclamation administer that law in terms of the
prewater prices at which that land will be sold and determine the
most favorable time to place that land On'the market. They should
have that law administered and policy determinations made by
someone whose self-interest is not as intimately' involved as is the
ease of the Bureau of Reclamation.

Senator STEVENSON. Is the 160-acre limitatidn a realistic figure?
It is 70 years old now It has been -suggested by the director of the
California State Department of Agriculture, that it is no longer
realistic. He suggested that a more realistic figure might be 640
acres because that was the average farm size in California.

-Congressman WALDIE. My personal view, Mr. Chairman, ,is that
everyone who opposes realistic land reform starts out saying the
160-acre limitation is unreasonable, given today's circumstances.
What that man is really saying is he never really believed at all in
the excess land law to begin With. He didn't believe in the policy of
a small farm, and he is using the fqualification that since it is an
unrealistic figure now, we ought to expand it to overcome a policy
that I never believed in to begin with.

personally believe 160 acres and the multiples available to that
are amide entities for the economic farmer. The argument that I am
always confronted with is that the large landowner, the corporate
landowner, particularly, is a far more efficient producer. If the small
landowner had the subsidies given him that the large landowner
does, he would be the more efficient producer. If lie had the capital
available tratim to weather the declines that exist in the agricultural
economy oklitk,country, lie would be a more efficient producer: If he
were not a more efficient producer, though I believe he would he,
but, if he were not, I would. still support his being the primary com-
ponent of production of agricultural products because of the social
value of having small producers owning the land in AMerica and
having all the cotypensurate results of that policy that are good for
America, the smilT villages, the small communities, the ability to
have sonic say abottt how. your life is run, the dispersal of our popu-
lation from a concentrated metropolitan center back onto the land.
That small producer, in my view, can be more efficient if you remove .
the competitive disadvantage that the large producer has .because of
the political impact he is able to apply on all the policies that subsi-
dize his produetion. If you remove that and make him more compet-
itive with the small producer, it might be the small producer will
compete quite courageously and quite honestly with him. Even if lie
did not, I would subsidize the smaltproducer to keep him on the
land and I would penalize the excessively large corporate producer
to get him off the land.

Senator STEVENSON. Would you enumerate for us some of the sub-
sidies for the large producer in addition to the water subsidy ?

tku
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Congressman WALSEE. The linter subsidy in the West is a para-
. mount subsidy. The tax policy seems tome to be largely formulated

to the advantage .of the large producer 'rather than the small pro -
ducer. The ability of the large producer to have little concern with
the community in which he is conducting his productive operation is
a factor of efficiency, illustrated by an incident that occurred in the
Central Valley- where a hospital district was sought to be created.
The nearest hospital to 'that small community was 40 miles distant.
They sought to form a hospital community district. The laws
involved in the formation of these ,special districts gives the owner-
ship of land a major voice to -say whether the district shall be
formed, because the land is the tax base of the district. The o
ship in this district was almost exclusively absentee ownership.3he
hospital was denied because two landowners who owned most of the
land in the district, two people, refused to permit construction' of

Vet hqpital. They didn't live on .the land. The benefits of that hos-
pital wauld obviously not accrue to them. The cost of that hospital
would have been a cost of production beCause it woulehase been a
tax on their land. Their ability to forego community costs is a con-
siderable comatitive advantage on their part.

Senator STIVENsoic. Senator Taft.
Senator TAFT. Thank you, Mr. Chairman.
Thank you, Congressman, for your very challenging statement. I

have just a few questions that I would like to ask with regard to it.
You gate the Bureau of Reclamation is the wrong place to put the
supeirision of the excess land laws. Under whose jurisdiction would
you put these laws? Would you advocate setting up a new control?

Congressman WALDIE. Congressman Bob i Kastenmeiei., and myself
and others, have introduced legislation that attempts to deal with
that very problem. We set up, in effect, a separate and totally new
and independent agency 'that has no function other than the admin-
istration of the excess land laws, the purchase, the acquisition of the
lands that are being farmed in excess of 160 acres with subsidized
Federal water and the disposition o hose lands.

It just seems to me that it is wolfing more than we should ask of
Atlie Bureau of Reclamation, and I make no suggestion that these
Tien are not doing 'a job as consistently and honestly as they can.

But it seems to me, it is unrealistic to ask of .a bureaucracy or of a
Congress or of an individual that he act contrary to his best interest.
The best interest of the Bureau of 'Reclamation is to encourage as
many projects as they can get on the books. The application of the
excess land laws discourages projects, as the decision of the State of
California to go it on their own ebecause of the application of the
excess land law, I think, illustrates.

Senator TAFr. You stated a number of times that you feel the
State de facto policy is no longer consistent with the 102 law. What
do you advocate. in regard to that Do you advocate ne legisla-
tion, a restatement of that principle ? Do you feel that aps an
attempt even to repeal the 1902 la7: might at least ac e some
approach to the problem ?

Congressman WALDIE. The precise position that fklia advocated
is encompassed, and I call your attention to and will submit as part
of my statement H.R. _6900, which is a bill to provide for the creit-

4 1

O



tion of an authority to be known as the Reclamation Lands Author-
ity to carry out the congressional intent respecting the excess land
provisions of the Federal Reclamation Act of June 172 1902. That is
what' I advocate, and the law is a fine law, and, were it able to have
been enforced, it would have been a better law, but it is a fine law.

Senator Tern The statements you have made with regard tlo land
reform, which I think are impressive, are far broader in theiPtappli-
cation than merely reclaiming land.

Congressman WALDIE. You bet they are. What r am really sug-
gesting, Senator, is that we take the step that was designed in 1902,
which we tell our friends in other countries to do, namely, engage in
a massive redistribution of inequitable land patterns, ownerslaips.
We are not going to do that because we have deemed that to be too
provocative of our stable society. We at least ought to take this ini-
tial step and let's see what happens then.

Then I suggest we eliminate as many competitive advantages as
we -permit the large land holder to have and we enact no national
policy, particularly, that encourages large land ownership in the
agricultural field. All of our policies should discourage it.

Senator Tarr. The reclamation area, for instance, with few excep-
tions, wouldn't apply to the problem in the South at all?

Congressman WALDIE. It would not apply.
Senator TAIT. It would not apply to ranching in Texas?
Congressman WALDIE. No. In the South I would cut off the cotton

subsidy, just as a start.
Senator Tarr. I have given considerable thought to the cotton sub-

sidy. You and I have sat on the floor of the House of Representa-
tives many times and heard the argument that there must be a
cotton subsidy in order to keep alive many small cotton producers.
Then when you talk,about a limitation

Congressman WALDIE. Except,. Senator, I have never believed
those rtirguments.

Senator Tarr.. I don't either, as a matter of fact.
Congressman 'WALers. So we can discount them as tomfoolery.
Senator Tarr: As you know, I proposed a $20,000 limitation, not

the $55,000 :that finally was passed.
Congressman WALDIE. I do know that.

o We didn't finally get it in, you are aware of that; we got the words
"fifty-five thousand" in, but I looked at the subsidy payments paid this
year and I found no one who received less than they got the year before
we put the $55,000 in.

That is a fair example of our fantastic inability to do anything
against. these massively concentrated economic interests, and we
tried, and I know how hard you tried when you were in the House
of Representatives, but we didn't succeed. We were given a bone
thrown to the public because the words "fifty-five thousand dollars"
were put in there. There was no $55,000 limit on subsidies; the
people in California who were receiving over a million dollars in
subsidy received it this year with the $55,000 limitatiim. Senator
Eastland, I am sure, received $150,000 or $250,000 for his cotton
farm in Mississippi, as he received prior to the $55,000 limitation.

So I guess what I am really saying is that we do something in the
Congress, because we don't have support in the administration, and
I don't put it all on your guy. Our administration,

42.
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Senator TAFr. I tried for many years under the prior administra-
tion.

Congressman WALDIE. That is what I am 'suggesting to you,
whether he be a Republican or a Democrat, he is unable to move in
the interest of this issue.c,And I don't know the answer to this,
except the people have to become aware that their representatives,
whether they be in the executive department or the legislative
branch, aren't responding to what is in their best interest. I am notimplying that this admmistration in any way has been any more
remiss than have preceding Democrat admimstrations.

Senator TAFr. Would you just summarize for us the directions you
think we might go in land reform over and beyond the question of
claim, land area? What particular steps do you advocate?

Congressman WALDIE. Initially I would advocate the adoption of
the bill that Congressman. Kastenmeier and I hap submitted, which
seeks to put some meaning into the principles en% ,ciated in the 1902
Reclamation Act, a small step given .the national problem, but a
huge step given the problem in California.

Second, I would not give one dime in Federal funds to assist any
State in the West or elsewhere who seeks to avoid a national policy
of land reform by going it alone. If they want to avoid it and want
to .go it alone, the law permits them to do so, but don't come to the
national government to be assisted in their efforts' to avoid nationalpolicy.

Neither would I permit the tremendous advantages that accrue
through our tax policies to the large agricultural producer, not only
the all,arge agricultural producer but the large producer, period, in
America.

Senator TAFr. How would you advocate elimintting the .so-calledloopholes?
Congressman WALDIE. I would start by eliminating 'the capital

gains provision of the law. That would be an awfully *good start to
encourage land redistribution. I would simply "eliminate capitalgains, period, for everything, but particularly in land.

Senator TAFr. Do you mean you would make it ordinary income?
You don't mean you would eliminate it?

Congressman WALDIE. No; I wouldn't eliminate paying on the
gains, I would eliminate the capital gains rate.

Beyond that, I hesitate to go. I am not that familiar with the precise
details of every one of our tax policies.

Senator TAFr. Don't you think, that if you eliminate capital gains,
you will make it more difficult for those who want to dispose of landto dispose of it?

Congressman WA4mE. No. I think it is very. difficult to hold land
unless that land is productive, and, if you applied the 160-acre limi-
tation to much of the western land, that land would not be produc-
tive, it would have to be disposed of.

Seriator" TAFr. There is a great deal of land with a tremendous
amount of capital gain already on it. The elimination of the capital
gains tax was tried in Canada for many years, and it promoted the
transferability of property rather than freezing it into the current
ownership.
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Congressman WALDiE. Perhaps that is not sophisticated enough or
too sophisticated for me to understand, the tax policies. All I know,
and all I believe, and perhaps it is a gut feeling rather than an
intellectual feeling, is that the tax laws of the United States and of
the States are designed 'essentially to protect the economic interests
of the economically powerful because they have the greatest political
input into the decisions made, I believe this to be so and it is an
article of faith, I suppose, as well as intellect.

Senator TAFT. I pointed out to one of my former colleagues yes-
terday that all tax bills start in the Ways and Means Committee of
the Hous6.

Congressman WALDIE. They surely do.
Senator TAFT. Senator Stevenson and I would be happy to see

anything you send over to us. .
Congressman WALDIE. And, as you are aware, Senator, when we

served in the House, the opportunity for airy Congressman to partic-
ipate in. the tax decisions of the Nation is nil. When Wilbur Mills
decides what they are going to' be, the bill isi presented to the House
of Representatives and we vote a closed rule, I never do, but the
majority does, so we don't get to even amend or suggest timendnients

. to it. the input that I make and tke national policies of taxation
that you make in the House of Representatives has. nothing to do
with your ability? because there was no input. You have a much
greater opportunity in the Senate, and I have been far more
impressed with the abilities of Senators to have some input into
most of the decisions of the country than those of a Congressman.

Senator TAFT. I have not had an oppOrtunity to act do tax
in the Senate yet.

Thank you very much.
Senator STEVENSON. Congressman, you and Senator Taft have

i mentioned the unfairness and deficiencies of the crop subsidy laws.
Are you confident that' those laws, as unfair as they are, are being
administered fairly l' Isn't it also a problem of unfair or partial
administration of many laws? 'f(

More specifically, how do you feel about the administrative Com-
missioner of the Federal agricultural subsidy programs, Mr M. Frick?

Congressman WALDIE. I can't respond to that, Senator; I am not
familiar with that issue. I have not believed that the problem of the
subsidies has had much to do with the administration of the subsidy
programs. I believe the picture, at least as I understand the adminis-
tration subsidy program is nowhere near as .indictable as the excess
land law, where nothing has been done. I think the problems of the
subsidies are not the administrators of that program, it is the Con-
gress wliich has permitted that program to come into existence and
it will not permit any retrenchment of that program.

Senator STEVENSON4Thank you again, Congressman, for coming.
You have presented in a Most eloquent manner, a challenge to this
subcommittee and all our colleagues in Congress and the public gen
erally.

Congressman WALDIE. May I just-olose with one final sentence
which I hope you will be able to recall of my testimony, if you
recall nothing else.
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Do not assist the State of California in building the Peripleral
Canal, and if I may, I will leave with that.

Senator STEVENSON. Your point is made.
Our next witnesses will be Mr. Ralph Brody, general manager,

Westlands water district, Fresno; Mr. Porter A. Towner, chief coun-sel of the Department of Water Resources, San Francisco; and, Mr.Robert J. Pafford, Jr., Regional Director, Bureau Reclamation,U.S. Department of the Interior, Sacramento.
Thank lyou gentlemen very much for joining us is morning.
I will Say to you what I have said to other tnesses, if you have

prepared statements we will be glad to hear them, or if you prefer
to, we will enter them in the record, ancivou can summarize yourstatements as you wish.
'Mr. %our. Speaking for myself, Mr. Chairman, my name isRalph Brody. I wish to apolOgize to the committee for not having a

prepared statement that I conSider, to be responsive to what the com-mittee is seeking. That was a result of a misinterpretation of the
letter of invitation fSr me to testify here. However, I am led to this
conclusion also by some of the testimony that I have heard about on
previous days of this meeting. I therefore would ask your permis-
sion to extemporize and to respond to some of the points that have
been raised and to amplify on some.

Senator STEVENSON. By all means. However, if you do have a pre-
pared statement, however unresponsive you may think it is, we
would like to enter it 'in the record.

Mr. BRODY. Very well, I will turn it in. Perhaps you would wish
to hear from the others before I proceed.

Senator) STEVENSON. Why don't you proceed, Mr. Brody.

STATEMENT OP RALPH M. BRODY, GENERAL MANAGER, 'WEST-
LANDS WATER DISTRICT, FRESNO, GAUP.

Mr. Eno y. Mr. Chairman and Senator Taft.
As indicated, I am manager and chief counsel for Westlands

water district, a district of some 600,000 acres of land on the westside the San Joaquin Valley. I must confess, however, that I con-sider d my invitation to appear here, due to the tone of the lettersnore Ia private capacity than that of manager chief counsel. But
have n objection to appearing in either capacity.

Senat r ISTEvENsox. We are glad to have you in any capacity.
Mr. B opy. I do not pretend to be an agronomist or farm econo -.mist; I an-Ilan administrator, I am an attorney.
Our district lies in the west side of the San Joaquin Valley and is.the largest, will be the largest user of water from the Federal por-tion in the Central Valley project. As I indicated, it covers an areaof 600,000 acres, 97 percent of whh is developed land. This is not aproject to bring new land into production but rather to sustain anexisting agriculture economy. trmr...6'Points that have been raised in the course of this proceeding con-cerning acreage limitation provisions of Federal reclamation law arenot new ones and they are no more accurate now than they were

when they were raised almost 10 years ago.
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I further qualify myself by stating the early years of my profes-
sional life were spent in the Department of Agriculture and the
Firm Security /Administration where I Nyas active in the farm ten-
ancy program which was a program designed to convert 'farm ten-
ants to farm owners which dIbd almost aborning for the lack of ade-
quate funding rather than from any lack of merit of the program
itself.

I later was with the. Department of the Interior, where, together
with other work, I spent a good deal of time in the administration
of the excess land provision of the reclamation law.

I spent some time with the State of California in the capacity
special Counsel of water matters to Governor Edmund G. Brown in
the development of the State water program.

I was in private law practice for a number of years, but since
leaving the State administration I have been serving in my present
position, where among other things, I have been administering the
excess land provisions at the ground level in the district I represent.

So much inaccurate information has been given to you concerning
acreage limitation that I. would not, in the brief time available, .b6
able to respond completely or set the record straight on all points.
However, with your permission, I will comment on some of it.

I want to point out in partial response to Congressman Waldie's
statement that, first of all, the excess land provisions of the reclama-
tion law are not solely embodied in the 1902 Act. I would point out
at least up till 1926, later than 1926, to the 1940s and 1950' and
0960s, that there has been constant review of the policy, of acreage
limitation by re-enactment and numerous changes have been made m
the law so that reliance cannot be made upon the 1902 Act alone as
Mr. Waldie has done. Existing law land Policy are fully complied
with.

I would also disagree with Congressman Waldie as to the extent
or enforcement of acreage limitation. For a number of years there
was a laxity in the enforcement, but in the 1940s the Bureau of
Reclamation began an active and agressive program of administer-
ing and enforcing acreage limitation.

The most recent comprehensive reenactment of acreage limitation
was in 1926, in the Omnibus Adjustment Act by the Federal Con-
gress, and I must disagree with the Congressman on his interpreta-
tion of the wording of that act. Thi3 provisions of the act essentially'
say this: A district that is contracting with the United States for
benefits from a project must agree in its contract with the United
States that it will not supply water to any owner of land for his
land in excess of 160 acres unless the owner agrees to dispose of the
excess over 160 acres. He must sign adcontract, under the terms of
which he agrees to dispose of the excess within a specified period of
time, and providing further that if he does not ,dispose of it within
the period prescribed which in most instances is 10 years. The con-
tract also states that if he does not dispose of the excess within that
period of time the Secretary of the Interior then has the power of
attroney to dispose of it for him.

Since the mid-1940's the Eureau of Reclamation has been very dil-
igent in seeking and obtaining those contracts for disposition. Some
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of the land has already been disposed of under-the terms of the con-
tract, the 10-yearsperiod having expired.

I might add that the land must be sold at a price which does not
exceed its actual bona fide valuewithout reference to the availability
of project water. So there is a limitation on the price for which the
land may be sold.

I Would point out that, in my/own district, with the facilities nec-
essary to deliver water to the 600,000 acres of land within the dis-
trict less than one-third complete, and where they can get water, ;we
h'a-Oe had a conversion from a 24 percent ineligibility under the law
to4receive water to an eligibility of some 83.2 percent. In other
words that they have signed the necessary contracts. When the miter
became available they signed the necessary contracts and the acreage
limitation is being enforced against them. Contrary to what you
have been told, the law has been and is being complied with.

Westland's water district now has 200,000 acres of land under the
required contracts, the contracts to which I have alluded..

Criticism has been leveled here as to the price for which thAland
is being sold. Examination of the record will reveal that since 1965
when water first became available within our district there have
been approximately 15 sales of excess land. These sales have
involved developed land, good land, class 1, 2 and 3 which has been
leveled in many insta es, and other wise im roved, was sold, with
Bureau of Reclamatio approval, at the following" prices: One
parcel was sold for $6 an acre, that was the highest. In one
instance it was $575 an a re. One at $541 an acre; two at $475 an
acre; one at $435 an acre; one at $425 an acre; one at $400 an acre,
one at $375 an acre, one at $350 an acre, one at $325 an acre, five at
$300 an acre, one at $250 an acre, one at $225 an acre and two at
$100 an acre. Even without seeing this land of superior quality, none
could legitimately criticize the selling prices as being contrary to the
policy of Reclamation law.

The impression that is gained from hearing the testimony hereto-
fore presented that I gathered as time to you and as presented else-',where over the years forces one to the conclusion that the witnesses
are more interested in punishing the big man than they, are in
aiding the small one. If, for example, the witnesses appetring before
who speak of acreage. limitation are truly interested in getting the
small man on a farm, why are they not suggesting programs where-
by farm*orkers and others who wish to settle on-a-farm can be
enabled to obtain these lands which become available under Recla-mation law. Why are they not suggestirig programs whereby the
small man can finance the acquisition under a reasonable interest
charge? Why do they suggest programs which will aid the farm
laborer who becomes a farm owner provide the money for him to
finance his initial operations, and above all, why do they not suggest
programs which will permit him or provide the opportvity for himto compete in the marketplace and to get a price fdriiis'product
that is somewhere near what he has to pay for those articles which
he has to buy?

I am no economist, but I can see what has happened to the
farmer, large and small, is the fact that the price which he receives
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for his product has remained fairly constant over the last twenty or ,
thirty years and the price that he has to pay for what he has to bety
is much greater. Consequently there has been an increasing necessity
for him to own more acres in order to provide, the same income he
had been receiving. There is great doubt as to whether 160 acres will
sustain alarm family. It may b unfair to locate a smalrfarmer on
160 acres on which he can't succeed. It would seem, therefore, that
since increase in the limitation would be merited.

The last re-enactment of the 160-acre limitation, which dealt with
the 160-acre figure was 1926, almost forty years ago, If at that time
160 acres was considered to be the amount which was necessary to
support a farm family, the, cost-price squeeze being.experienced it
would indicate that considerably more acres are required today than
it did at that time, if the small farmer is to be enabled to support
his family in today's economy. I submit that perhaps an objective
study should be undertaken to determine what the legitimate acreage
figure is that is necessary to support a farm family. Such a study
should take into account type of soil, elevation, types of crops to be
grown, growing season and other varients.

I do not believe that the Bureau of Reclamation needs to be
embarrassed at the record it has had in terms of the enforcement of
the acreage limitation and I am certainly proud of the record that
has been found in my own district in this regard. Any objective
person who knows his facts would concede that fife enforcement
results are exceedingly good. Every prediction that has been made
about this project by the people who appeared before you on pre-
vious days in this proceeding, every prediction over the years that
they made about this project has failed to come true, and what is
more, what they have stated as fact has been fiction.

Senator STEVENSON. In your district, are you making that as a
general statement?

Mr. BRODY. A general statement as to my district, I am referring
to that specifically at this point, although I believe the same is true
universally. I can only speak with knowledge as to my own district,
I know generally what is going on in other areas and I know they
are enforcing it there.

For example, a year or so ago, the Secretary of the Interior did
dispose of holdings of the Di Giorgio Fruit Corp.; others have done
it on their own thus eliminating the ,necessity for the Secretary of
the Interior to do so. I am saying it has happened elsewhere, and I
am convinced that it is being enforced elsewhere. I believe also that
these holdings have not developed overnight and they are not going
to be broken up overnight.

iSenator STEVENSON. You are saying that the 160-acre limitation is
unreal istic

Mr. Bnony. If. I may interrupt, I am saying that I do not know
but I don't believe, that anybody else who has thus far testified
knows either, as to whether the 160-acre figure is appropriate in

Aterms of general application. I am saying that I believe an objective
study would reveal a study be conducted to determine that in most
instances a unit of substantially more than 160 acres is required to
support a.family and that I recommend such a study.
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'Senator STEVENSON. Quite clearly the size of the economically
self- sufficient farm does depend a lot on the nature of the crop, and

we have an arbitrary 160-acre limitation regardless of the nature of
the crop. Do you have at this point any tentative views as to how
you might formulate a more realistic acreage limitation which did
take into account such factdrsis theind of crop?

Mrs. %our. A few years ago the Bureau of Reclamation s -
Bested to the Interior Committee of the Congress what was called a
class 1 'equivalent formula which attempted to take the factorp I
have mentioned into account. It is one way of doing it. There are a
number of ways it could be accomplished. For example you could
have someone or a group, as new projects are developed, determine
the acreage for that particular project and for that particular area.
I also think that the determination should be subject to review frOm
time to time. I ca only repeat what I know and what I have been
told by people in cvhom I have confidence, that in my own area, for
example, 160 acres will not support a farm family on the basis of
the kind of cropping that has to be done, the kind of equipment that
has to be operated and the other hazards of this particular matter. .

I have known Mr. Henning of the AFL-010 for a number of
years,, I consider him to be a personal friend', but I think he has
been misled by his subordinates just as this committee has been
misled and I think others have been misled and I think Congress-
man Waldie has been misled by the inaccurate information given to
him. For example Mr. Henning testified the other day to the effect
that there were 900,000 acres on the west side of the San Joaquin
Valley, which were in violation of the acreage limitation law, of the
reclamation law, Federal law. Well, my own area is the largest
entity within the Federal service area, on some 600,000 acres which
are subject to the excess land provision of the Federal law, and it is
complying with the excess land provisions. I know of no other land
on either the west side or the east side of the San Joaquin Valley
that is violating the acreage limitation provision of the Federal law.
Mr. Bulbulian' testified the other day as to the fact that the Bureau
is favoring the large landowners by the prices which were being
approved for sale. As usual, Mr. Bulbulian knows not whereof lie
speaks. I have read to you the prices which have been approved and
supplied that to you and no one can contend that these are favorable
to the seller in the sense Mr. Bulbulian has indicated.

Mr. Taylor testified that on the west side of the San Joaquin
Valley Federal construction proceeds, an obvious allusion to our own
project, to deliver, to serve water to 400,000 acres with two-thirds of
the land ineligible. When we first started serving water the total dis-
trict had 76 percent ineligibility. As Mr. Taylor well knows, there is
no necessity for these people and no incentive for these people to
sign these contracts until water was actually available. I have
already demonstrated to you the figures of 83 percent eligibility
Ivliere the water is available, so the people.are signing these con-
tracts, and I suspect this actually is to Mr. Taylor's disappointment.

Some years ago Mr. Taylor made the prediction and insisted upon
the fact that the Southern Pacific Railroad Co. would evade the law
and that it would not sign the necessary contracts. The Southern
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Pacific Railroad Co. is signing the contracts as the water becomes
available to its land. I sincerely believe that Mr. Taylor is disap-
pointed in the fact that corApliance record has been so outstand-
ingly good. I am convinced, and I believe the facts speak for them-
selves on the matter, that Mr. Taylor and others who have tritely
tried to make these same points, over the years are making a dupe
of the farm laborer and the small farmer.

Senator STEVENSON. Eligibility depends on the contract, but the
enforcement of the contracts is quite another question.

Mr. DRODY. I would submit to you that the contracts are being
enforced, that they are signing them. The time for disposition, the
project is just starting, it Va new project, it is not completed yet,
but where they have signed these contracts they have agreed to dis-
pose of their holdings, some starting in 1065, and progressively as
water became available more were signed. Now within 10 yeallahey
must dispose of that land. If they don't, the Secretary of the Tnte-
rior has the power of attorney to dispose of it for them.

Senator STEVENSON. Are you saying that upon the expiration of
these 10-year .periods, the Department of the Interior has been dili-
gent in requiring disposition of the excess lands'?

Mr. BRODY. I am saying in our own district that term has not yet
expired and that the right of the Department to sell thi3 land has
not become effective. I am saying in other areas it has been doing it
but not too successfully, through no fault of its own . or of the
owners. I might suggest, sir, that the appropriate program for us to
be thinking about, and so far have not heard of Mr. Taylor or Mr.
13ulbulian or anyone else making this suggestion, as I have done to
the Department of the Interior, that when the 10 years expire and
there will be a large amount of land available for disposition at that
point, that perhaps now is the time we ought to be thinking as to
how we are going to make an orderly disposition of it, how we will
make it possible for the small tenant or the small farmer to obtain
this land. This is the kind of program that is needed but to suggest
that the program is not being'enforced at this particular time is per-

#fectly ridiculous.
I believe that I will not impose further upon your time. I will be

happy to answer questions and perhaps as time goes on here I have
contributed something.

Senator STEVENSON. Thank you, Mr. Brody. I think before we
come back to questions of you we might now proceed with Mr.
Towner and Mr. Pafford.

Mr. BRODY. May I interrupt?
Senator STEVENSON. By all means.
Mr. BRODY. There are two additional points I would like to make.

One is that if large land holdings are evil, then they are not evil
because you put water on that land. The suggestion has been made
that they are evil because they have the opportunity to control the
Government. If this is truly the case, which I doubt, the problem
should not be attacked merely upon the basis of irrigated land. I
submit I have heard no comment about the fact that concentrated
land holdings in the 'urban communities which control the ghettos,
which create the ghettos, I have heard no comment about the fact
that water is supplied to projects for urban uses. 7
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Senator STEVENSON. We are primarily now concerned about the
plight of rural American's, tifis subcommittee's jurisdiction doesn'treally extend to water use in urban areas, although there is, of
course, an interrelationship:,

Mr. BRODY. I am saying there have been statements made here
before this committee to the effect of the evil of large holdings. I amsaying it is not necessarily solely an evil farming matter, if it is anevil at all

Senator STEVENSON. I am afraid it is sewing an evil everywhere,
the cities too.

Mr. BRODY. But the other point I really intended to make was on
the residency requirements referred to by Congressman Waldie. As I
indicated before, there have been a series of enactments over the past
60 years with respect to the acreage limitWion, and it was not until
a week or so ago when a Federal court as part of an interlocutory
judgment stated that the residency requirement was applicable.
What will come out of that on appeal I don't know. But for the last
60 years the law has not been construed as the court or Mr. Waldie
have construed it.

Senator STF,vEisrsoisr. Was it applied to disqualify corporations
from ownership of irrigated land?

Mr. BRODY. I don't know, sir, I have not gone into that question,
it conceivably could. But it would also preclude a lot of the small
owners from owning land also, that applies not only to the excesslands but to nonexcess lands, and a lot of, the small owners who
depend upon this income, rental income from these lands would bedisrupted in this picture also, which would be a very, very serious
problem. For example, in, our own district there are 2,300 owners of
parcels less than 640 acres in size who could be affected by this very,
very adversely, and Congress should review that particular aspectof the limitation as to whether it is practicable and desirable.

Senator STEVENSON. They would be affected because they areabsentee owners?
Mr. BROW. Yes, sir, most of these. I am not saying all 2,300

would. I am saying there are 2,300 small owners. Certainly most, if
not all of them are nonresident owners.

I am sorry for the interruption.
Senator STEVENSON. Thank you.
(The prepared statement of Ralph M. Brody follows:)

PREPARED STATEMENT OF RALPH M. BRODY, GENERAL MANAGER, WEsTERLANDS
WATER DisThicr, FRESNO, CALIF.

I wish to thank the Subcommittee for inviting me to testify here today onthe subject of water development and the migrant labor problem. I am pleased
to express my personal views on this subject. However; I must accept the invi-tation with the caveat that I do not pretend to be either an expert on migra-tory labor or an agronomist and I doubt that I can contribute much that willaid you substantially in your deliberations. However, there are one or twopoints I would like to discuss. These points are neither profound nor reqlregreat expertise and are. or should be, ,apparent to the ordinary layman who
thinks about the situation of the migratory laborer.

Water resource development provides more job opportunities for the farm-worker, In addition, by providing new and stabilized cropping patters, it can
remove the worker from the status of migrant to a resident laborer. This, in
turn, generates the opportunity for him and his family to avail themselves of
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the educational, health and Other facilities of tInkcommunity of which he'ean
become a part.

I agree with the suggestion that has been made that the migrant laborer
should also be even the chance to elevate his status above that of a farm
worker and that a complete solution to the preplan lies in the. direction of
providing an opportunity and procedure for the farm laborer to become a farm
owner and operator. Most of the discussion in the past haft been based upon
the assumption that the farm laborer 19 to remain in that same category, It
has been stated, with merit, that if yve wish to really benefit the migrant
worker, we must not only improve the conditions under which he works for
others, but also give him the chance to become his own employer to the extent
that he wishes to do so.

Aside from the obvious fact that improved agriueltural conditions brought
about by water resource development can provide more jobs, and to some
extent n greater number of year-round job opportunities, it would seem that
federal water development projects afford opportunity to initiate a program
whereby the migrant worker who becomes qualified through education and
training to operate, and wishes to do so, to own his own farmstead.

For example, as has been pointed out by others, there is existing legislation
in the field of federal water development which, if implemented and up-dated,
could aid in achieving this end. I refer to the so-called excess land provisions
in the federal reclamation laws.

These provisions require every landowner who desires water from a federal
irrigation project to agree to dispose of his land in excess of 160 acres within
a specified period of time. In the case of the Central Valley Project in Califor-
nia, and many projects outside of California, the period of disposition by the
landowner is ten years. The agreement, which entitles the owner of the land to
water pending disposition, also provides that should the owner fail to so dis-
pose of his excess land within the ten-year period, the Secretary of the Inte-
rior has the power to dispose of it for Mm. Thus, under the existing program,
land could be available for the people who are now engaged in working on the
land. For example, in Westlands Water District alone, there are, at present,
200,000 acres of land which are already subject to dispository contracts. This
is the contractual picture with the necessary water distribution works only
about one-third complete. With the completed distribution facilities, we esti-

linate that more than twice that acreage will be under that typo of- contract.
Such land Is, and will be, available elsewhere in California and throughout the
western Reclamation states.

However, merely to make the lanU vailable for acquisition without the
financial ability upon the part of the fa worker to acquire and operate the
land means little. In order to meet this oblem, it would seem that a pro-
gram, akin to that of the Small Business Administration, would be disirable
for adoption and funding so as to provide training and long-term federal loans
at low interest rates, .without interest, to the eligible laborers and others,
with the funds necessIfy to purchase and equip the farm and starboperations.
In the alternative, loans could be made available from private sources but
guaranteed by the federal government with the federal government paying a
portion of the interest cost.

I recall that during the 1930s and '405 the government had instituted a pro-
gram for a conversion of farm tenants to !arm owners. That program failed to
achieve any substantial results because of the lack of adequate funding and
because the amount loaned was not enough to permit, acquisition of a unit suf-
ficiently large to support a family, but the program and the principle were
sound.

It appears then, that in addition to making the land available for acquisi-
tion and creating the financial ability to acquire farm ownership, there also
must be an assurance that the size of farm or amount of land is adequate to
support the owner and lig family. Considerable doubt has been expressed as tp
whether, in most areas and with respect to many mpg that might be pro-
dueed, a farm of 160 or 320 acres, as provided under''Txisting law, Would be
adequate. I believe that the eonsensu of these who are informed on the sub-
ject would indicate that this size farm would not be adequate.

Therte is one fact which, among oth .rs, stands out in my mind which would
seem to indicate that this is a legiti fate conclusion. The last time that the
Congress designated 100 or 320 acres as the amount of land which presumably
might support a family was 1926. Since that time, we all know the price which
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the 'farmer has had to pay for the articles he needs has steadily increased,
while the face which he has received for his product and results of his laborhas remain fairly constant. ' 4

For example, according to Department of griculture statics, in 1049 the
average price of a one-pound loaf of white b ad was 13.5 ts. Today it is22.0 cents, In 1949 the retailer's share of tha bread price was 2.2 cents and
today it is 5 cents. In 1949 the baker and the wholesaler got 6.3 cents and
today they get 12.2 cents. In 1940, 1.7 cents went to milling, grain handling
and transportation. Today it is 2.4 cents. In 1949 the farmer received 3.3 cents
for his wheat and other contributions to the product and this figure has re-
mained unchanged. This is fairly typical as,to what has happened to the farm-er's income.

I do not need to poiht out to this Subcommittee what has happened to the
price that has to be paid by the farmer in the marketplace for the things he
must buy. Thus, it would seem to me. that if 160 or 320 acres was considered
in 1926 as being the amount of land required to support a farm family, a
mach larger amount of land would be required today in oil& to meet theneeds of a family.

Altich has been said concerning the corporate farm as freezing out the small
farmer. In my judgment, this iynot the case. Without attempting either to
justify or to criticize the existence of the diversified corporitte farm, I would
only state that it seems to me that it has been the ecopotic circumstance of
the cost-priee squeeze that has forced the small bumf off the land, Making
the land available for acquisition by others, including the corporate farm. But
that economic circumstance was not developed as the result of any corporate
farm competition with the small farmer. Each receive essentailly the sameprice for his product in the marketpre. It is not a matter of underselling the
small farmer, but rather that of bei g able to` gain the prod from a greater
number of acres and from the total handling of the production process. that
the small farmer was not'able to obtain from his small unit. .

In other words, I believe that the effuse of the eduction in the number of
family farms has been, and is, that the farmer t ay needs more acres to yield
to him the same net return that he was able to reed e from a smaller acreage
three or four decades ago. The small farmer is then forced to himself become
the operator of a larger unit or to sell his land to another to he faripeil with
increased acreage. The failure to obtain adequate income from the smaller unit
did not result from the competition of the larger one. --,

The smaller farmer can survive and propser and he will be able to stay on
the land when he can operate enough land to make this total operation profit-
able. The large operator survives, in major .part, because his large. number of
acres makes it possible to withstand the lower profit per acre. I submit that
even if the diversified corporate farm did not exist today, the small farmer
could not surviveunless he was able to farm more acres and obtain a reasona-
ble return on the investment it requires.

I therefore suggest that the figure provided for in the Reclamation Law in
terms of what is necessary to support the farm family should be enlarged to
that whichqakes into account the costprice factor and provide an amount of
land under the Reclamation law which, indeed, will provide a suitable return
and support a farm family.

In any event, it would appear to be desirable, in order to aid in assuring
that the laborer can actually support his family; and not fail in the enterprise,
once he gets on the land, that an objective and informed study be conducted to
ascertain what size farm unit is and will be required to support that family
awn) permit the farm laborer to make a success of the enterprise.

When that has been done, the excess land program can be operated to the
benefit of the farm laborer and others.

I would be happyto attempeto answer youituestions.
Senator STEVENSON. Mr. Towner, will you please proceed?

STATEMENT OF PORTER A. TOWNER, CHIEF COUNSEL OF THE
DEPARTMENT OF WATER RESOURCES, SAN FRANCISCO, CALIF.

Mr. TowNEn. My name is Porter Towner and I am chief counsel-
lor of the State of California Department of Water Resources.
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I have a prepared ;statement which has been made available to the
subcommittee. We Want to thank you2 Senator Stevenson, and you,
,Senator Taft, for coming to California and holding these hearings.

The pbhits I am going to make aren't as much federally oriented
as they are State or State's 'rights oriented and I am not going to
read the whole statement for that reason, I think you may be more
interested in Federal projects and- the application of the Federal
law.

Senator SrEvnlisorr. Without: objection we will enter yolk full
statement in the record. . .

Mr. TowNtu. Thank you, sir. .

For your benefit I would like to briefly tell you what the State
water project is. Its initial features will cost about $2.8 billion. It is
a Statewide project and the largest single water development in the
world to be financed t one time: To. the present time, abou $2 bil-
lion has been expended on the project and I would like to em hasiZe
that these are State funds made available by the sale of bo s and
by the use of State revenues from tideland oil and other sources.
They are not Federal fundat all.

Thereason for the project isessentially the same reason as for the
Fedenal Central Valley prOject that is involved in the Federal law
and Federal acreage limitation, that is most of our water naturally '.

occurs in northern California, north o San Francisco, and most of
the water d4mands are south of that point. -So it is a question of
storing the water and eventually delivering it where the needs are.

Under the State p i
rojad about 00 percent of the cost of the project

is reimbursable and swill- be paid in full'at the going rate of interest,
that isithe rate of interest which it costs the State to issue its bonds.
This' repayment policy of full reimbursement is different from the
ilederal policy under reclathation projects,-for example, and was not
arrived at easily or without careful consideration. Several State
administrations,Democratic and Republican, devoted a great deal of
effort and time-consuming studies that evaluated the various options
the State might employ if it. got into the water business. Both
houses of_ legislature eareffilly considered this matter, and in our
statement"' wrhave references to the studies that were made and the
reports which were pertinent. ,,

The basic Burns-Porter Act itself which prodivded 1..75 billibn
worth of bond authorization was ners-R1--by the legislature and over
and above the usual requirement for a Federal project, for example,
was submitted to a vote of the people, since a debt was to be
incurred. The referendum was approved by the people and all this ..

occurred before we entered into the project. Then before we entered
into the project we required that 7 5 percent 'of the costs be guaran-
teed, reimbursable by contracts with water' users, power-using agen-
cies throughout the State.

After these safeguards were made, we went to the Supreme Court
of California with. our first water supply contract which was with
the Metropolitan Water District of Southern California. The court
judicially determined that this contract and the law upon which it
was based, the State law, was entirely proper and that the project
Was in a position to proceed.
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We did proceed, and the project at the present time is about 90
percent complete, and an additional 9 percent is under construction,
so we are pretty well along the road. The prosiest has proceeded
according to schedule and water deliveries have been made according
to the offginal schedule which was entered into or which was pro-
mulgated. m 1959. We are quite proud of this. There have been a
number of problems but we tide proceeding according to what the

legislature, the previous administration, and this administration
have ordered us to do.

We began the water services in south San Francisco Bay area in
1962, Nort1),San Francisco Bay area and San Joaquin Valley in '
-1968-, and le-are-now moving water across the Tehachapi Mountains
into southern California. We have contraiito.svith, 31 water service
agencies for annual deliveries of 4,230,000 es of' water. Full use of
this .water will not occur till the end of the century. Air of these
contracts -are on an ascending delivery scale.

However, I point out that all of the water users are paying their
full share ofthe cost and they are doing it with a payment-of inter-
est so that all reimbursable costs will be repaid to the State.

I would like to point out that attached to our prepared statement
we hive a map showing the service areas, where we are delivering
water from the State project. The service area runs roughly from
almost the northern border of California all the way down to
Mexico, to the Mexican border.

I -would like to make this point with respect to these deliveries,
that only 30 percent of the water from this project is going to agri-.
culture; 70 percent is for municipal and industrial use. So 70 per-

--tent of the use of the water really has nothing to do with land own-
ership since it is for urban development. Most of the water which
will be . used for irrigatirt- fromeour project, about 1,230,000- acre
feet, which is 20 percent of the water supply, would be used in the
San Joaquin Valley, with minor amounts being used elsewhere
throughout the state.

You have asked the way in which our project would benefit large-
and small-scale farmers in the areas it will supply. We have gone
into that in the statement and I will not attempt to answer that in
detail here. I am not an economist and eeentially our project is a .
water, supplyproject and not a land, reform project.

I would point .this out, however, that in this State any irrigation
water, whether it comes from a project financed by the State or
whether it comes from the Federal Central Valley project, which
Mr. Pafford and Mr. Brody will tal_k.,to, you about, or whether it
comes from the water district or individual sources or wherever, any
supply of water greatly reduces risk to the farmer and; to urban
water users, to everyone, and stabilizes our economy.

I would like to point this out, that with respect to irrigation
deliveries of water, it is only one aspect of farming and I think
whether it be the size of the operation of farming or labor available,
farm management, financing to the farm or water, we have to

iremember this is only one part in the whole farming picture.
I would like to make a couple of other little comments here, again

from the State point of view, without taking too much of your time.
Congressman Waldie I think has been misinformed or misinter-
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prets some of the aspects of the State water project. He made the
point that our project was formulated to avoid the Federal acreage
limitation. This is not true. As I have said, 70 percent of the water
from the project is going to municipal, industrial, and urban use
which has nothing to do with an acreage limitation whatsoever. We
are serving water for irrigation uses in the San Joaquin Valley. We
have a multipurpose project and it makes sense to serve water where
it is needed and where they can meet the -State requirements. That
is : pay the full reimbursable costs.

And I might say the reason I think that the State does not have a
policy comparable to the acreage limitation of the Federal law is
that there are no subsidies. The full. costs -are being repaid with
interest and if there is no subsidy, I believe there is no need for any
acreage limitation.

Mr. Waldie also mentioned the Federal-State partnership in San
Luis Unit, that the State had somehow conned the Federal Govern-
thent into using its money here and avoiding the Federal acreage
limitation. Well, the fact of the matter is at San Luis, 55 percent of
the cost of that project,. which was $327 million, 55 percent of that,
or 179 million, was paid by the State of California during construe-,

-tion, so there was no Federal investment in 55 percent of the facili-
ties. At the present time the project is completed and the State is
operating it. Since the State is paying 55 pereent of the cost it
should be entitled to use 55 percent of the ficilities, which was
exactly- the deal which was approved by Congress, and which is in
the contract we have with the Bureau of Reclamation and is the
basis on which that unit of the project is being operated.

Senator STEVENSON. I am sorry, you lost me there. Will you
explain the Federal involvement more specifically.

Mr. TOWNER. Yes. The San Luis project is an off-stream storage
reservoir which is geographically south of where we are sitting now.
It stores about 2 million acre-feet, and it is physically adjacent to
both the canals of the Federal Central Valley project and the, State
Water project. We have parallel canals going down the valley. It
will be used really as a large reservoir. You pump water into it in
the winter months when there is a lot of water flowing out to the
ocean. You keep it there till the summertime when- you need it and
then yOu release it. So it is really not on a natural water course that
amounts to anypaing, it is an off-stream storage reservoir. This site
was adjacent tooth the Federal canal and the State canal. We both
liked the site.

The econlomy of scale dictated it would be a good deal if instead
of building two little reservoirs, one for the State and one for the
Federal Government, you built one big one and split the savings. As
a matter of fact, under the engineering and construction savings we
made there, I think we savedBob do you recall?

Mr. PAFFORD. $40 million out of $120 million.
Mr. TOWNER. So we saved a considerable percentage of the cost.
Senator STEVENSON. When you referred to 55 percent being State

facilities, you were referring to the canal and the reservoir?
Mr. TOWNER. I am referring to the reservoir primarily. We built

this big reservoir, the State put up 55 percent of the cost an the
Federal. Government put up 45, percent of the cost. To oversimplify,
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we said- we are partners in this arrangement. The State money is put
up during construction. You don't repay it over a hundred. years.
You put it up when things are being built. We said the State should
be entitled to use 55 percent of the water stored and the Federal
Government to use 45 percent. This is a unique situation. It is the
only place in the United States where such a partnership situation
has occurred. It happened because California got into the water
business, because it was financially able to do so.. I think it is great
that the Fdderal and State governments could cooperate in this situ-
ation. .,

Now, as far as the State is concerned
Senator TArr. Excuse me, but is the 45 percent subject to the Fed-

evil acreage limitation?' - . .

`Mr. TOWNER. It certainly is. The 45 percent storage is serving the
Westlands area which Mr. Brody was talking about. There, the Fed-
eral law applies.

The position of the State on this matter is that whatever the State
law is, the State law should apply to 55 percent. If the State had an
acreage limitation, fine; but as a matter of fact we do not. In any
event it is our money and we figure this is a matter of States right
and State law should govern on this matter. As a matter of fact, the
Solicitor of the Department of the Interior, the Attorney General of
the United States and its Congress by appropriating money for this
project have concurred in this point of view.

Senator TAT?. The 45 percent is not to be repaid and it isn't
funded by bonds and it isn't under repayment contract, it is under
the Federal program, correct?

Mr. TOWNER. Yes, sir. It is under Federal repayment contracts
which Mr. Pafford will refer to, but it is a different type of repay-
ment contract. The State will have nothing to do with these federal
contracts.

Senator TAFr. I understand that. .I mean as to the Federal part,
that is not going to be repaid to the Federal Government?

Mr. BRODY. It will be repaid by my district and other districts
using the Federal portion of the capacity. In other words, we pay to
the Federal Government and the State beneficiaries pay to the State.

Mr. TOWNER. We have 31 public-agency customers. They will pay
all the cost of the State project. The Federal Cent 1 Valley project
has its customers, under their rules and their law Under the Fed-
eral project the price of water, for example, in e San Joaquin
Valley is cheaper because there are different rules of repayment. I
won't get into that.

The only point I am trying to make is that the State does have a
large investment in the project. We think the State law applies to
this investment.

Now, as far as the future construction is concerned, I would like
to say one word about this.- Mr. Waldie said that Congress should
not grant any assistance in buj,lding the Peripheral Canal. Well, this
is a matter of policy. I would like to say this, however, that as far
as fair deals are concerned this Peripheral Canal could be an
arrangement similar to that at San Luis. The State would Pay
half of the cost, the Federal Government would payAalf of the cost,
and since you would have a partnership arrangement, I would
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assume that the State would govern half of the capacity, of the canal
under its laws and its rules and regulations, and the Federal Gov -
ernment would govern the use of the other half. I see nothing wrong
in this and I think a great saving would. occur to all concerned. -

I think that is all I have to say.
Senator STEVENSON. Could you describe a little-bit more. specifi-

cally the project customers. I think you indicated that 70 percent of
the project water went to municipal use.

Mr. TOWNER. Yes, sir.
Senator STEVENSON. Does that include in addition to municipali-

ties, industrial customers, power companies?
Mr. TOWNER. That is correct, Senator. Everything but irrigation.
Senator STEVENSON. What is "everything"? How about municipal-

ities?
Mr. Towicsn. Generally speaking in our trade you have the two

categories, irrigation and. municipal and industrial, and municipal
and industrial includes everything but irrigation. Irrigation is only
for the growing otcrops. In other words, "M and I," would include
the home gardener and the lawns and things like that, but nothing
grown for commercial gain.

(The prepared statement of Porter A. Towner follows :)

PREPARED STATEMENT OF PORTEA. A. TOWNER, CHIEF COUNSEL OF THE

DEPARTMENT OF,WATED,RESOURCES, SAN FRANCISCO, DALIF.

We are appearing at the reque'st of the Chairman of the Subcommittee to
present hiformation on the tittate of California's water project.

For the benefit of members of the Subcommittee on Migratory Labor who
are not from California, it may be helpful to describe briefly the State Water
Project in order to proyide a framework for our comments.

The 2.8 billion dollar project is the first statewide water resqurceS develop-
ment in the United States; and the largest single water development in the

world to be financed at one time.
More than 70 per cent of the state's water supply originates north of the

latitude of San Francisco Bay; however, more than 80 per cent of the,people
in California live in metropolitan areas from San Francisco south to the Mexi-
can border. The State Water Project is being constructed to correct this imbal-
ance and to provide, throughout its 600-mile route, a firm supply of good qual-
ity water, a guaranteed source .44 hydroelectric power, recreational sites
readily available to urban areas, mid the enhancement of fish and wildlife hab-
itats for all Californians. Additionally, millions of dollars per year in flood
damage prevention are realized.

About 00 per cent of the cost of the project is reimbursable and Will be re-
paid in full at the going rate of interest for state bonds. The repayment and

financing polio was not arrived at easily or without careful consideration.
Two state achuylistrations devoted a great deal of effort to stWies. that evalu-

ated the, variodg options the state might employ for financing and repaying
costs of. the project. Both houses of the state legislature devoted much time

and cpnducted many public hearings over a several-year period to formulate
the pellicles that are embodied in the Burns-Porter Act which authorized and
financed theamoject after approval by the voters of the state in 1960. The leg-

islative deliberations are summarized in a report dated February, 1, 1060, of
the Assembly Interim Committee on Water and in a report of the Senate Fact
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Findijig Co iilee on Water, dated March 1960. The Assembly report is enti-tled "Bcon Dile and Financial Policies for State Water Projects" and the Sen-ate report is entitled "Contracts, Financing and Cost Allocation for StateWater DevelOpmeht".
Several sources of funds were used to finance the capital needs of the proj-ect. Gentili obligation Wads of the state were used to finance about 60 perCent of illa;.'Rbtal cost, wit state oil and gas revenues, revenue bonds, and this-

cellaneousraceipts accountAng for most of the balance. Federal contributions,
primarily for flood control'beneflts, have totaled 3 per cent of the cost of theproject.

Construction of all project facilities necessary to meet water and power de-
livery requirements through mid-1973 is 90 per cent completed. An additional 9per cent is being constructed under contracts already awarded.The State Water Project began water service to the South' San FranciscoBay area in 1962; to the North San Francisco Bay area and the Sim JoaquinValley in 1968; and is now moving water across the Tehachapis into SouthernCalifornia.

The state- has contracts with 31 water service agencies for deliverierean-
nually of 4,230,000 acre-feet of water. Full use of this water is not expecteduntil near the end of this century. Location and amounts of water contractedare indicated below :

. G
a.f.Upper Feather River area

s. 39, 800North San Francisco Bay area 76, 000South San Francisco Bay area
.v 188, 000Western San Joaquin Valley . 1, 355, 000Central Coastal area 82, 700Southern California

Total
2, 497, 500

4, 230, 000
A map showinglre water service area for the project is attached to thisstatement.
Most of the project water used for irrigation will be in the San Joaquin

Valley, about 1,230,000 acre-feet or 29 percent of the water supply. Nearly all
the remaining 70 percent of project yield-will be used in urban areas.

There are about eight and one-half million acres of irrigated land in Califor-nia, about double that of 40 years ago. Looking 40 years ahead, our projections
for 2010 indicate about ten million acres, a marked decrease in rate of growth
as compared with the past. Of this latter estimate, the project will furnish ir-rigation water, both a new supply and a supplemental supply, to about 400,000acres in the San Joaquin Valley, or about 4 per cent of the projected total
statewide acreage. California is urbanizing at a rate of about 45,000 acres per
year with about 25,000 acres of presently irrigated land being displaced by thisprocess.

Your letter asked .for information on ". . . the way in which the California
Water Project will benefit large- and small-scale farmers in the area it willsupply." The Department of Water Resources has major responsibility in thefield'of water managembnt'but not in areas of farm management, especially asit may relate to distinguishing benefits resulting from the uses of irrigationwater by so-called big and small operators. The state has contracted for proj-ect water deliveries only with puldic water agencies. It has no water Servicecontracts with individuals. Consequently, our information\on such things as ef-ficiencies of farm size, farm labor conditions, farm financing, and price-cost,squeeze is not firsthand.

Water from the state project is higher priced than water would be from a
federal reclamation project because all capital and interest and operating costs
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are passed on to the 31 agencies contracting for the water Yield of the project.
Therefore, very careful management of agricultural land using such water will
be required if irrigation is to be profitable.

The price-cost squeeze in farming is a nationwide problem, not one peculiar
to California. Statistics indicate a long-term trend towards the increasing size
of farms, but this- phenomenon, also, is nationwide. One common practice in
California agriculture is for a farmer to combine the acreages of several small
adjacent ownerships in order to form an economic operating unit. Rent may be
paid either on a cash or cropshare basis.

In the newly developing state project service area this procedure has becomeht
an established. practice. Thus, farm operators are able to spread the costs of
expensive equipment and supplies over sufficient units of land and crop yield
to realize an economic return. Also, landowners are enabled to receive re
on their, land investment which otherwise could not bear the high costs o de-
velopment and operation.

In. .California, any irrigation water, whether from the State Water Project
or the federal Central Valley Project, or from a water district or individual
source, greatly reduces risk and uncertainty and stabilizes farming operations.
Available water also stabilizes the economy of the towns and cities which de-
pend on farming. Only under irrigation can the widest possible array of food
and fiber be produced, and the quality of product maintained: However, irriga-
tion water is only one of many inputs in the total process of agricultural pro-
duction. Therefore, whenever we focus on some aspect of farming, whether it
be size of operation, or farm labor, or farm management, or farm financing, or
water, we must remember that each of these plays only a part in the total
production picture.

(Information supplied for the-record follows:)
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LONG-TERM WATER SUPPLY CONTRACTING AGENCIES
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Senator STsvExsoic. Let's continue with Mr. Pafford and then we
can come back to questions.

STATEMENT OF ROBERT X. PAFFORD, JR., REGIONAL DIRECTOR,

REGION 2, U.S. BUREAU OF RECLAMATION

Mr. PAFFORD'. Mr. Chairman, Senator Taft, I am pleased to be
here to respond to your invitation for information. I have furnished
your staff with a statement that will outline in considerable detail
what I believe are things you pie after.

Senator STEVENSON. It will be entered in the record.
Mr. PAFFORD. I will not read it in tip interest of saving time.
I might say first f all, I am regional director of region 2 of the

Bureau of R tion which includes only that part of California
which is north of the greater Taos Angeles area, north of the Tehach-
api Mountains.

Early in the reclamation program shortly after the time of the
1902 act, were two small projects in California, the Klamath project
on the Oregon border and the Orland project on the west side of the
Sacramento Calley, which have been quite successful although very
old projects.

Where our major operation here in region 2 came about was
through the assistance that was asked of us by the State of Califor-
nia to help in preserving and enhancing the agricultural economy of
the great Central Valley. Here, as elsewhere in the West, the mi-
gated agriculture came in late in the last century by simple diver-
sion of streams, and then by extensive use of ground water'
resources, but which were being exhausted rapidly.

The State came up with its own plan in the late 1920's, they had
it passed by the people. They went to sell the bonds in 1033, and
because. of the economic conditions of the country they couldn't sell
them so the Federal Government was asked to come in and aid with
the program here. This was followed through by actions of the Con-
ress and the administration. I might say that this project has been
of tremendous value to the economy of California and particularly
to the agricultural economy.

If you look at the most recent list of the 10 leading counties of
agricultural production in the -United States we find that Fresno
County is No. 1 in the United States, Tulare County is No. 2, Kern
County is No. 3, San Joaquin County is No. 6, Stanislaus County is
No. 10. All are served by our project. They would not be in that
position were it not for the Central Valley project and the part it
played in maintaining agricultural production.

I would say briefly of the total Central Valley project that it
delivers water to 75 different water districts who in turn sell water
to the individual farmers. These water districts range in size from
Mr. Brody's Westlands District of 600,000 acres down to the Swin-
ford Tract Water District of about 190 acres. In certain areas, par-
ticularly the Sacramento Valley, we also sell to individual landown-
ers. For wastanee, we serve directly 130 individual landowners along
the Sacramento River Valley. Based on projections of the 1964
census information,. we estimate some 12,500 small farm families in
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the slightly under 2-m til ion acre Central Valley service area benefit
directly frome reclamation water supply..

In addition, our water is'supplied particularly on an interim basis
during periods of recordable contracts, to numbers of corporately-
owned lands or in some cases to corporate-like farm enterprises that
operate land owned by individuals. They operate it for them and
pay the rental or share the profits with individuals..

I would like to emphasize that agriculture is California's primary.
-industry and biggest employer. If you take the economic base that
springs from agriculture, it has been derived by many people and
approximately checked by my economists, one out of every fel* of
California's employed during 1969 were employed with a job in the
fields, in transport, machinery, (Allier implements, feed, fertilizer,
specialized services, the processing and 'handling of agricultural
products. So of all the people employed in California, one job in
every four stems from the economic impetus that comes from a
culture, and-about 20.percent of that impetus would not be there if
it were not for water supplied by the Central Valley Water project.

I mentioned water deliveries. We started water
Valley

in 1941with just a few thousand acre-feet. We are now delivering three and'a quarter million acre -feet or- more per year. We have deliver d
some 37 million acre-feet of water through the project since it c einto operation. This water has made possible the production Topswith a gross value of $5.8 billion.through 1969. The,1969 e alonehacl'a gross value of $542 million. By way of comparison, the invest-ment to date in Central Valley project facilities totals some $1.3billion.

.

I would like to point out that while reclamation irrigation waterisn't exactly given away here, it definitely is considered to be less
expensive than other possible alternative sources. In some cases thepossibility of developing water locally without tremendous projects
is impossible. In other eases they are beyond the financial capabili-
ties, particularly in the areas of the small farm ownership. But
through the action of various provisions of reclamation law the
agricultural user of' reclamation water does receive assistance in the
cost of his water supply. For instance, the Federal investment in theportion of the reclamation program. devoted to irrigation waterdevelopmentnot the power and municipalbut the irrigation
water development, is repayable without interest, usually over aperiod of 50 years. RepayMent of the cost of development is some-
times further reduced if the ability,of the farmer to pay in the proj-
ect service area is insufficient. This is quite important in the case ofthe smaller holdings, in the relatively poor agriculture areas. Reve-
nues from the sale of hydroelectric power generated by Bureau pow-
erplants provide much of this assistance.:Tivn going on to the waterdistrict, and again I think it is important to the more marginalsmaller farmer, the common practice is to divide the water cost
betWeen the farmer and the ad. valorem tae-base. This incidentally,
provides quite .an incentive in the case offthe Westlands project forthe larger owners to dispose,of their land becaus4, as I understandit, about half of the total repayment comes from ad valorem cost
which they pay whether they get project water or not, and the other
part comes from the use of water.

11 .
.
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The way conditions are, the way the ground water is being
depleted, water +being used for other purposes, we feel that about
half of the acres that .are being .irrigated by the Federal, project
would have to revert to dry farming in California if it weren't for,
the services provided by the project.

Pow another point. Slightly different than in the Westlands Dis-
trict, I would point out that about 84 percent of the area that we
serve with water gets what we call supplemental irrigation service.
That is, we furnish the additional water it takes to raise the crops
beyond what they have from local streams and what they can take
from ground water without exhausting the ground water to raise the
crops. The very fact, though, that we do furnish water supplemental
to that used from ground water helps to preserve the ground water
levels for the future. And in many cases we have integrated opera-
tions so in effect, some of our excess water in wet years ends up with
the farmer storing it underground where there is no evaporation.

Your letter of invitation, and certain testimony now, indicated a
* special interest in the role played in recent, years, by the 160-acre

limitation in this area. I would like to get into that with some facts.
As of December 31, 1970, there were about 2,800,000 acres of irrig-

able land within the area of the Central Valley Project; that is,
land physically. capable of being served and covered by appropriate
water service contracts. Of this 2,300,000 acres, 1,4.00,000 acres is
nonexcess land; that is it means it is land that is restricted to farms
of 160-acre limitation, 160 acres for an individual and 820 acres for
a man and wife, so it is legally. entitled to receive Federal water
under the acreage limitation provisions. The remaining 878,000 acres
in this area that we could serve, and is covered in contracts, falls
into two general categories, excest lands that are not eligible to
receive excess water and 'do not ieceive it, and excessland eligible to
receive water by virtue of recordable sales contracts as has been men-

, tioned 1w Mr. Brody and others.
Now, I mentioned the expiration of these contracts. Not only do

we have the right in the contracts to dispose of the land but I per-
sonally have acted as the agent of the Secretary of the Interior in
dispesing of lands where they have not been disposed of by the
Owner. In fact, the first such sale made in the United States to my
knowledge under reclamation law was the sale of Di Giargio Corp.
starting in 1964, in my administration. That was a relatively small
holding of very valuable land, something around 4,000 acres, which
took about 2 years to dispose 'of.

Going ahead, of the 246,000 acres that have been placed inder rec-
ordable contracts for the project, 65,000 acres have been sold either
voluntarily or by the Secretary of the Interior. The remaining
181,000 acres are still within the 10-year time limit except for a very
few thousand acres which currently are in the process of being sold.
Now, the other 697,000 acres of excess land, while physically capable
of being served, and which is contributing in many cases to ad valo-
rem taxes oward the payment of the water supply, just simply does
not receiv water.

I merit oared in my statement the Westlands situation, and Mr.
Brody has covered it very well.
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:There -haSheen a-lot of skepticism whether these large landowners
would break up the property. It has been rather ,pleasing to us, over
209,000 acres are.already broken up;- or. are -on the -way- _to being
brOken uP-,througlirecoraable contracts that have been.signed,-which
are being signed just aS.rapidlY..as our rather slow-moving construc-
tion program gets water, to the land. So I think the effeCt of the
acreage limitation and its adMinistration in the Central Valley of
Califorpja liwbeen'toeniphasize tone trend towards the_ breakup of
large, single-oWnership of agricultural landholdingS, even though we
have the other trend we have heard about otherWise.

There are. factors definitely affecting the economics of .agriculture
production and tlie.Y, as you have heard, tend to be 'Working towards
a trend to increase the size of small, farms. I arntalkin of the eco-
mimic factors now. Something will have 16 be done ee inimically if
we want to get the social factors it to break up this rend, as has
been recommended by Mr. Brody and"'previous witnesse' -Just looking at the people we sere and some est' ates we have
made, using 1964 census data and some of our own upplements, in
1968 we found the small farms on the averageTha been trending
towards operating units of about 200-i or 390 acre. hi San Joaquin
Valley. When I say small farms, we serve many f rms with just 20
to 40 acres. The 20-acre ones are not economical) lf-sufficient, they
are run as an auxiliary by somebody who ha other part-time
employment. In certain cases, and I believe you heard this in
Fresno, with certain crops 40 to 80 acres will still provide a
sufficient income, but they are the exception, they are the high-value
specialty crops.

We don't feel that there is any doubt that the availability o the
Bureau's stable, moderately priced water supply here in Calif rnia
is strongly underpinning the family farm in California. Otherwise
farm units could not have been operated economically in their pres-
ent form with the price water would have cost them without Bureau
service, if they could have obtained Water. They could not have
remained competitive in the agricultural marketplace.

So I think that the combined effects of the acreage limitation and
the federally subsidized water supply, with the lower-cost water,
have added a very considerable force in slowing down, at least, the
trend towards large farm sizes in California.

I believe, on balance, the program has been of help.
Now, there has been quite a bit said about administration of the

excess land laws. That is one of the more controversial elements of
our program. And like with many things that have effects on peo-
ple's lives or, in particular, their pocketbooks, there are quite wide-
ly divided opinions. There is a stron minority opinion that the
excess land laws are wrong, they shouldn't be there, you should let
supply and demand and economics run and that our administration
is, far too tough. There is also a very strong and very vocal opinion,
whieh also seems in the minority as far as the Congress and the
courts are concerned as to what the law means. It contends the law
isn't. tough enough or that if the law is tough enough it 'isn't being
administered. Well, I don't see anything too different. here than
Many other trends. You get the same arguments on tariffs, foreign
relations or many other things. But I can say in clear conscience

52-133 0.72 - pt.3C - 5
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that we are administfring the excess land laws effectively in accord-
ance with the guidelines that have been laid down by, the courts, by
the Congress and by legal rulings of an independent branch of the.
Interior Department, the Solicitor's office who sets the legal frame-
work.

Mr. Chairman, that concludes the summary of my statement.
Senator STEVENSON. Thank you, Mr. Pafford,
(The prepared statement of Robert J. Pafford Jr., follows 01

PREPARED STATEMENT OF ROBERT J. PAFFORD, JR., REGIONAL DIRECTOR,
REGION 2, U.S. 13trareu OF RECLAMATION, CALIFORNIA

Afy name is Robert J. Pafford, Jr. I am Regional Director of Region 2 of the
U.S. Bureau of Reclamation. My area of responsibility in California generally
covers the portion of the state north of the Tehachapi Mountains.

One of the earliest Reclamation developments, the Klamath Project on the
California-Oregon border, made its first water delivery in 1907.

With the exception of the relatively small Orland Project, on the west side
of the Sacramento Valley, no further federal development of irrigation works
was undertaken hi the Region 2 portion of California before 193ii, the date of
the first federal appropriation for the Central Valley Project, one of the
world's largest and most dynamic agricultural water developments.

The history of irrigated agriculture in the Central Valley of California (ac-
tually two river valleysthe Sacramento and San Joaquin) began in the 19th
Century with direct diversions of the. limited streamfiows. The California Gold
Rush pushed the use of these methods to the limit of their crude capabilities.
Following the advent of electrical power around the turn of the century,
pumping of ground water provided a larger, more reliable, water supply.
Using the water available from small river diversions and the groUnd)
irrigated agriculture in the Central Valley grew rapidly in the early 1900's
and reached a total of some two million acres in the 1920's. Development in
the next decade, however, leveled off because of drought and poor economic
conditions. It also became apparent that the vital ground-water supply was not
inexhaustible. Well water levels were falling at an alarming rate, particularly
in the San Joaquin Valley where extensivnevelopment had taken place.

The need for more water was apparent and it was obvious that the answer
lay in control of the erratic San Joaquin Valley streams and import of supple-
mental supplies from other areas, principally the Sacramento River drainage.
Large water developments were needed to maintain the existing Central Valley
economy as well as allowing further expansion.

In response to the problem, the California legislature developed a plan to
store surplus flood water in the mountain streams of the north part of the
state and transport the conserved water to the south. The plan was approved
by the voters and in 1933 authorization was given to sell state bonds to pro-
vide the necessary capital for implementation. But the Depression of the 1930's
made it impossible to carry out the plan. The bonds simply were not saleable.

California then appealed to the Congress of the United States for help and
in 1937 the Congress responded by formally authorizing construction of the
Central Valley Project by, the Bureau of Reclamation. (Some funds were ac-
tually provided as early as 193 5 under the Emergency Relief Appropriation
Act. A finding of feasibility by the Secretary of the Interior occurred during
that same year.)

Today, thanks mainly to the Federal Central Valley Project, major rivers
have been tamed and harnessed. ground-water tables have been stabilized,
major flooding has been prevented, and up to three million acre-feet of water
is delivered annually through a series of reservoirs and canals to farm lands
and cities hundreds of miles distant from the major Central Valley Project
dams.

The federal control structures on souhern San Joaquin Valley rivers com-
bined with the facilities to control water in northern California and deliver it
to the San Joaquin Valley have provided much of the water that is used to ir-
rigate some of the richest farm land in the world. The most recent list of the
ten leading counties in the United States in farm prod,uctivity includes live
counties served by the Central Valley Project: Fresno Carty, No. 1 in the na-
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tion; Tulare County, No. 2; Kern County; No. 3; San Joaquin County, No. 6;and Stains taus County, No. 10.
The project delivers water to 75 water districts ranging in size from theWest lands Water District of about 600,000 acres down to the Swinford.TractWater District of about 190 acres. It also serves directly about 130 individual

water contractors, principally in the Sacramento Valley. Based on projectionsof 1964 census information, we estimate there are some 12,500 small farm fam-ilies in the 1.8 million acre San Joaquin Valley portion of the CVP service
area directly benefiting from the supply of Reclamation agricultural water. Inaddition, of course, water is supplied to numbers of corporate-like farm enter-
prises where several parcels of indivudually-owned land are farmed as a singleunit, and to some large corporate farms, all under the provisions of the 160-acre limitation.

Agriculture is California's primary industry and biggest employer, providingabout one out of every four Californians employed during 1969 with a job, inthe fields; in transport ; in providing machinery and other jmplements, seed,fertilizer and specialized services required by- the modern farmer; and in theprocessing and handling of agricultural products. Without a stable supplemen-
tal water supply, of course, very little of this would have been possible. Muchof the San Joaquin Valley would undoubtedly have reverted-to a desert-likecondition, thinly populated and capable of only. the most meager productivity.

The Sacramento Valley could never have expected to achieve its Potentialproductivity.
Copious amounts of water are required to meet the agricultural needs of theCentral Valley Project service area. Over the years since 1941 when the first

water was delivered via the Contra Costa Canal, use of Central Valley. Project
water has- increased to a high point of 3,279,000 acre-feet during the 1970 fiscalyear. Through 1971 a -cumulative total of 313;319,000 acre-feet of water hasbeen delivered to irrigated farms through Central Valley Project- facilities.This water has made possible the production of crops with a gross value of 5.8
billion dollars through 1969. The 1909 crop alone had a gross value Of 542.2million dollars. By way of comparison, the investment to date in Central Val-
ley Project facilities totalS some 1.3 billion dollars.

While reclamation irrigation water isn't exactly given away in California, itis considerably less expansive than other possible alternative sources. In manyCases the possibility of locally funded alternative developments simply, doesn'texist, for want of sufficient local capital or an available water resource, orboth. ,Through the action of various, provisions in reclamation law, the agricul-tural user of reclamation water receives assistance in meeting the cost of hiswater supply. The federal investment in the portion of the reclamation pro-gram devoted to irrigatiOn water development is repayable without interest,over a usual period of 50 years. Repayment of the costs of development issometimes further reduCed, if the "ability to pay" of farmers in the projectservice area is' insufficient. Revenues from tile sale of hydro-electric power gen-
erated by Bureau power plants, in projects like CVP, assist in holding downthe cost of water to the irrigator: In addition, a common practice among waterdistricts in California Is to divide their Water costs between the farmer andthe ad valorem tax base, thus at once more equally spreading the burden to
indirect as well as direct beneficiaries and holding down the cost to the irriga-tor,

Our esdmates indicate that-more than half of the acres that reclamation ir-
rigates'in the California portion of Region 2 would probably have to revert todry farming witliout the reclamation program. Since dry farming in California
has historically been based on very large single ownerships for economic rea-sons, we believe that nearly 873,0(X) acres, composed mostly of family-sizefarms, remain competititve in the agiicultural marketplace, due principally toreclamatiOn activities.

About 84 per cent of the Region 2 service area in California receives supple-mental irrigation service. That is, the projects (Central Valley Project, plus
five smaller projects) supply sufficient supplemental water to make up the dif-ference between water available locally, principally ground water, and theamount actually needed to irrigate crops being grown on the land. An impor-
tant benefit. therefore, is the effect of our activities on ground water, particu-larly in the San Joaquin Valley service area a the Central Valley Project.

Many parts of the valley would either be without water or most certainly onthe verge of drying up without the Central Valley Project. Through judiciousconjunctive use of both ground water and project water, the ground-water
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'level has generally been stabilir,ed in those areas receiving Central Valley
Project water, thus saving for continued future use a isaluable water resource.
At the same time, continued high crop production lids been posSible.

Since your letter of invitation to testify today indicated a special interest in
the role played in recent years by the 160 -ecre limitation in this area, I should
like to conclude my summary discussion with some comments on that subject.

As of December 31, 1970, there were about 2.3 million acres of irrigable land
within the Central Valley Project; that is, land physically capable of being
served and covered by 'appropriate water service contracts. Of this amount, 1.4
million acres is nonexcess land, 'legally entitled to receive federally developed
water under acreage limitation provisions of reclamation law, the so-called
160-acre limitation which provides, that federal water may not be delivered to
more than 160 acres per individual. Owner. The remaining 878,000 acres falls
into two general categories: (1) Excess lands not eligible to receive project
Water ; and (2) Excess lands eligible to receive water by virtue of recordable
sales contracts calling for sale within ten years to buyers who would meet the
requirements of the 160-acre limitation. (Should the excess owner fail to coin-
i within the ten-year period, power to sell vests in the Secretary of the Inte-

r.) Such sales may not reflect any value attributable to federal Water in the
le price. About 246,000 acres have been placed under such recordable eon -

racts since 3951 and 65,000 acres have been-sold either voluntarily 4r by the
o

Secretary of the Interior. The remaining 181,000 acres ,under recordable con-
tracts are either still within the ten-year time limit, or in the process of being
sold by the Secretary. The remaining 697.000 acres of excess land, while physi-
cally capable of being served and assisting, in many cases,' with local repay."
ment obligations through ad valorem taxes, does not receive project water.

Our largest single block of excess lands, some 430,000 acres, is located in
the Westland Water District, which is receiving initial service frOm the San
Luis unit of the Central Valley Project. Currently, we are physically capable
of Serving about 300,000 of Westlands' 567.000 acres. About 90 pZreent of the
acreage we can presently serve is eligible to receive project water, including
some 200,000 acres under recordable contracts and the remainder -in nonexcess
status. Thus, about half of Westiands can be served at the present time, and
about 50 percent of the district's total excess lands are-under contract for sale
into smaller ownerships within ten years.

As these figures readily indicate, the effect of the acreage limitation in the
Central Valley of California has been to emphasize the trend toward the
breakup of large, single-ownership agricultural landholdings.

Conversely, nt the other end of the size scale, factors affecting the economics
tilt agricultural -production, including the cost and- availability of irrigation
water, appear to be strengthening a trend toward increase in the size of small
farms. In 1908 a comparison was made of farm and ownership size groups,
using 1964 census data and the 1908 Region 2 Bureau of Reclamation "Sum-
mary of Land Ownerships". The comparison showed that the size of small
farms was trending toward operating units of about 209 to 300 acres in the
Ann Joaquin Talley.

There is n/Ildoubt that the availability of a stable, moderately priced water
supply is a strong underpinning of the family farm in the Region 2 portion of
California. Farm units that otherwise could not operate economically in their
present form and size remain competitive in the agricultural marketplace.

It is apparent that the combined effects of the acreage limitation, and a fed-
erailly subsidized water supply, have been a strong moderating force in farm
sizes in California.

I believe, on balance, the effect of the reclamation program in California's
Central Valley has been beneficial to the interests of the family farmer and
the agricultural worker. and to the nation. The family farm remains a viable
economic unit ; over 400.000 Workers in agriculture and associated industries
tire employed; and one of the richest farming areas in the world continues to
deliver up its bounty at each harvest. I think it is Heti:11May that this situa-
tion is due in large measure to the reclamation program. In my opinion, with-
onA these great water developments, and the financial structure which makes
them possible, the benefits now enjoyed by the people of this area could never
have been achieved.

Gentlemen, that concludes my oral presentation. If you have questions, I.

will be most pleased to respond.
(Information supplied for the record follows:)
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Senator STEVENSON." Let me first just make sure I have some
figures straight.

Did you say that there were 2,300,000 acres in the Central Valley
project?

Mr. PAFFORD. That would be capable of being served.
Senator STEVENSON. Right.
Mr. PAFFORD. Not all of it is being served.
Senator STEVENSON. And of the 2,300,000 acres, 1,400,000 were

nonexcess acres?
Mr. PAFFORD. That is in land tlytt is eligible to 'receive water other

than through the route of recordable contracts. I mean they are def-
initely in holdings of 160 or 320 acres or less with no obligation to
get that way, they are already there. .

Senator STEVENSON), And the balance is excess and ineligible or
excess and eligible by virtue of contracts?

Mr. PAFFORD. Right.
Senator STEVENSON. Did you say that 65,0b0.racres had been sold

either voluntarily or involuntarily at the expiration of the contract?
PAFFORD. Right. -

S ator STEVENSON. Now, one of the figures I missed was the
figure on how many acres were under contract and in the process of
beina sold.

Mr. PAFFORD. First of all, of the total of 878,000 acres of land that
would fall into some excess category, 246,000 acres of that got into
the condition to receive water by being placed under recordable con-
.tracts: That left 697,000 acres of excess land that is not under rec-
ordable contracts and not receiving water. It could receive it if it
wasn't for that legal barrier. Again I said 246,000 acres has been put
under recordable contracts and has been receiving watert 65,000 acres
of it has already been disposed of to holdings, so it is out of an
excess category, it is no longer owned in an excess category; and of
the remaining 181,000 acres, the time limit has not run out yet
except on this three or four thousand acres, a very small amount.
The time will run out progressively over the next 5 to 8 years in
most cases.

Senator STEVENSON.4CaLWOU tell us anything about the nature of
the buyers of the 65,000 acres sold?

Mr. PAryonu. They vary in many cases, I would say. I would have
to furnish this for the record if you want the exact figures, but just
to give you the broad impression, about half of it is sold to people
who acquire the farms, move onto the farm and operate it them-
selves. Others, in many cases, are purchased by people as an invest-
ment and contracted out either directly with their own people or
with other people who have it operated for theme Some of it, for
instance, is purchased by doctors and dentists out of the Bay area
.for an.investment to the future, looking forward to wanting to get
out of the urban area eventually, and meanwhile here's a chance,
they see rising land values, a chance to invest their money, get some-
body to run it for a while and they may move there and they may
not.

Senator STEVENSON. That brings me to the next question. In addi-
tion to the acreage limitation don't you also have the residency
requirement to enforce? What is your policy now and in view of the
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recent. Federal District Court decision which you understand inter-
prets the residency requirements to exclude corporate and absentee
owners?

Mr. PAFFORD. The policy since back in the 1920's proceeded under
the assumption that that residency requirement had been remov
This recent decision in the Federal district court indicates that
required. Whether there will be further court action to clarify it
or not I don't know. If that is it, it is going to cause sothe'distur
ante in some areas, but it will be enforced. Although: that isn't as
big a problem as some people may think it is, in many areas, partic-
ularly where irrigation has been established -and have . been
through these recordable contracts. For instance, in the Orland and
Klamath projects, 98 or 99 percent of the people live right on gee
farms they operate. In most of the other prorcts, except a very Eaw
new areas, at least 80 pereentare fully in conformance with the resi-
dency requirement, leaving 20 percent.

In the case of the Westlands district, I think about half word
Probably fall into the category and about half wouldn't.

Well, if higher courts sustain this, if it isn't changed by the Con-
gress, we certainly will add that to the requirement. We have not
known it was a requirement up until this court decision last month,
and we don't know yet until it is clarified by a higher court whether
it is, what the law -stays.

Senator TAFT. Is it a final order at this time? -

Mr. %coy.- It is not .a final order, it is an interlocutory portion of
summary, judgment or rather of a declaratory action, so it is not in
the appeal board at this time. 4

Senator TAFT. All right.
Senator STEVENSON. I still don't understand yoUr position. The

residency requirement has been in the law over the Jears. You s
something to the effect that at some point it had bEen conclild
was not in the law. At some point was it just, interpreted as an
administrative matter that the residency requirement in the law was
meaningless and, if not, what was it interpreted to mean?

Mr. PAFFORD. Maybe Mr. Brody could answer this better than I
can. My understanding was there was, some interim legislation since
1902 that occurred to void this requirement.

Mr. BRODY. Senator, as I said earlier, the acreage limitation provi-
sion in the reclamation law is not one statute. Over the years it has
been progressively amended and supplemented and Supplanted by
the Congress. This is largely because of changes in circumstances in
fact. Originally the 1902 act was one which was aimed directly at *-
homesteading lands, and then as an incident to that, when they saw
that incident to the reclamation of public lands and creating home-
steading they could irrigate, as the years went oh, private lands
from these projects as well as.public lands, and .gradually there was
transformation until there was almost totally, privately -owned lands.
In the 1902 act there was a contemplation expressly provided for,
that there was an individual who came to the Federal Government ,

and applied for a water right. He contracted for a water right. And
it was at that time that the residency requirement was included as a
part of the original act. As time has gone on, because of the nature
of the projects, because of the nature of the factual situations, the
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law has been changed without a repetition of the residency require-
ment so as to provide, instead of contracting with individuals on
this, the individuals banded together -and they formed districts and
the larger entity contracted with the Federal Government and, in
turn, collected the money to repay the Federal Government. In the
evolution of these statutes and the construction of them has been
construed by the- Department of the Interior, as I understand it,
over the years, that the more recent enactments did not require the
residency requirement.

Apparently the judge thought otherwise in this litigation,, and
whether he will be upheld on appeal,if it is appealed, I don't know.
I am inclined to disagree with that, from a legal standpoint.

Senator STEVENSON. Do you disagree with the distrmtklge?
Mr. BRODY. Federal district judge,iyes.
I might add, Senator, one of the anomalies of that decision is that

another judge, in the same court, in construing the same section of
the law with reference to excess land provisions, had said a month ortwo earlier that that section did not apply to that patricular situation.
On the other hand, the second judge has said for another purpose the
section does apply which is something of an anomaly.

Senator STEVENSON. Mr. Pafford, you indicated that there is no
acreage limitation with respect to California water, Is there also no
residency requirement l If Senator Taft and I, coming from Ohio
and Illinois, invest in some land out here, could we get the'benefit of
your California water if not the Federal water

Mr. TOWNER. Yes, sir. I think you were addressing me rather thanMr. Pafford.
Senator STEVENSON. I beg your pardon, either orie.

,v Mr. TOWNER. That is true. There is no acreage limitation. The
'acreage limitation comes about- only when you take Federal water,that is the thing. When you take State water there is no acreage limi-
tation but there is a difference in price. As I say, the State system is
self -supporing. In the San Joaquin Valley you can't draw direct com-parisons, but our firm water presently in KernCounty is about $21
and acre-foot. The Bureau of Reclamation watt* to the north of
there, but not too far away, is presently being sold for $3,50 an acre-foot.,

Senator STEVENSON. There isn't any residency requirement?
Mr. TowNER. For the $3.50 there is. On the Federal law and the

State law there is no residency requirement but you have to pay the
$21 an acre-foot.

Senator STEVENSON. Yes.
Mr. PAFFORD. Mr. Chairman, I would like to clear up one point on

these price differences. The State water price reflects recent construc-
tion costs in the 1960's and 1970's. The Federal price cited went with
construction 20 to 25 years earlier. The water we are selling to West-
lands Water District, for instance, where construction has been in re-
cent years, has a base price of $7.50 an acre-foot and some pluses that
go on in connection with drainage. Thus we have a reflection not only
of some of the .help from the Federal program but the difference in
the construction cost between 25 years ago and how, the difference
between $3.50 and $7.50.
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Mr. TOWNER. I would certainly go along with that and I might say
this on behalf of the statement : The Federal Central 'Valley Project
is a great project; we. are very happy it is here; it was built in the
depression days. AS Mr, Pafford pointed out, the total capital cost
today is $1.3 billion. This is a wonderful project. The State with its
project has already spent almost $2 billion and as far as the total
value, you couldn't compare them. I don't think the State project is
worth as much as the Federal project. Dollarwise the Federal project
was a great bargain.

'Senator STEVENSON. There have been a number of charges and
claims made during.these hearings, and I want to try to give each of
you an opportunity to respond to as many of them as I cans recall.

One of the concerns expressed before this subcommittee and else-
where has been about the environmental, consequences of diverting
water from rivers into these projects. Is there anything you would
care to solor about the threat of the diversion of rivers and all of the
benefits of those rivers, from the water projects as those you have
been discussing?

Mr. PAFFORD. I might make one general observation since our
Shasta Reservoir, for instance, was one of the major rivers control`
structures and our Doha Mendota pumping plant is part of one of
the major export systems. There are pluses and minuses with respect
to environment on anything. For instance, to some degree we have
reduced the total amount of water flowing through the Sacramento-
San Joaquin Delta and out into San Francisco Bay. The histm;y of
water flow has" been very high flows in the wintertime from winter
rains and in the spring from the melting of snow, and extreme1y tow,
flows-in the summer and autumn. We certainly have reduced the high
flows, that is when we get:the water stored in the reservoirs.

On the other hand, since 1944 when Shasta Reservoir came into
operation there never has been such critical salt under intrusion or
low flows as they had in that area every 5 or 10 years in the past. ,

We are convinced that the pluses are substantially higher than the
minuses. To a considerable degree, through the earlier years of the
program, to be perfectly frank, that was a matter of coincidence,
rather than design. But now we are in an environmental conscious
era, we are all in this era now. We in Reclamation are people; we
believe in maintaining and enhancing our environment just as
strongly as anybody else( We want to continue a good world and a

, better world to live in ; Wt3 are paying particular attention to environ-
mental impacts,

Mr. Bnonr. I wouldiupplemenrthat, Senator, by sayink this, that
I think there is a tencl'ency and with due apologies to you, I think it
was somewhat implied in your question that either water projects
are totally bad as far as an environmental standpoint is contented
the environment is totally .good from the other standpoint. I think
that each project has to be measured on its own merits or lack of it
and I think the environmental qualities have to be preserved and
must be preserved, and I think eachsproject must be taken on an indi-
vidual basis. I think to generalize and attempt to say that water res-
ervoir development must be favored 'over all environmental aspects
would be wrong. ny the same token, I believe it is wrong to prejudge
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and to say that all environmental aspects must be recommended tothe exclusion of water reservoir development. I think this would be
tremendously against, the interest to all the people in the country.

Mr. PAEFORIL The very policy of the Federal Government, I think
'what most of the citizens agreed to has been well expressed by RussellTub', Chairman of the Environmental Quality Council. We have toger compatibility. It takes sonic things to live well and afford the
things we need, and yet we need to maintain a decent environment in
which to live.

Mr. TOWNER. Mr. Chairman, if I might just say a word. I wouldlike to agree wholeheartedly with what they say, and I would like toemphasize one point, that each project must be looked at individually.
The idea of general rules which will apply everywhege just won'twork here. The environment encompasses everything. These projectsdo furnish certain values which are not wholly economical; they are
,other things. For example, our chief reservoir is.the Oraville Reser-voir which is on the Feather River. In 1050 there was 11,__d on theFeather River, downstream from where, the dam nalM, in the
Marysville and Yuba City area, not in 1950 but 1955. Four hundred
homes were destroyed, 36 people were drowned and a total loss of
property somewhat over $15 million. Subsequently in 1966, 11 yearslater, our dam was in place for water conservation, power develop-
ment,' recreation and so forth, but just from the flood control point of
view, another flood came along, flood waters which were much higher
than they had been in 1955, and not one life was lost, not one houseOas destroyed, not one dollar's worth of damage, was caused, and tome this is certainly environmental consideration as much as scenic,values and so forth.

'Senator TAFT. Are you engaging also in local augmentation-in dryperiods?
Mr. PAFFonn. It, is inherent in the nature of our operations, because

we store, water in flood times, both the State. project. and the FederalCentral Valley Project, we furnish it to water users, we have definite
commitments in the Federal Central Valley ProjecNand the State
project to maintain certain minimum flows for fisheries value. To pro-tect our own interest to pump the water from the other side of the,
delta, we have to run enough water out. Even in these periods that wehave such low flow, we have to keep enough water going out so wearen't pumping salt water, as Congressman Waldie referred to as a
possibility for the future. So low flow augmentation physically is a
very definite thing. If you are, thinking of it just under the legal im-
plications of a section 3 of the Flood Control Act relative to stream
flow augmentation for water quality, we aren't doing that directly in
a strictly legal sense, but physically we are doing it.

Senator -TAFT. Mr. Brody, in your testimony, did you mean to
imply criticism or a reassessment of MIA practices, resources, au-thorization, and standards?

Mr. Bream I am not sufficiently' familiar with the operation of
that program at this point in time. What .I was trying to get acrost3,Senator, P9 a point, was that I question whether and particularly onthe basis ui economy scale as it exists today, and in cost-price squeezeas far as the low return per acre for farming, that if you are going
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to put people. on 160-acre farm units you had better get that cost to
them down as, low as you possibly can. I am suggesting, I am not
certain whether the FHA would -provide this kind of benefit, I was
suggesting you .may Deed to have, an interest subsidy, for example,
of some kind to these people. I would think that loans at low or no
interest rate for both acquisition of propetry and initial years of
operation would be in order. Now, whether the FHA presently, I am
not sufficiently familiar with them at the present time.

Senator TAFT. You do not know whether the FHA has financed
any of the people who have Purchased some of these farms?

Mr. BRODY. No, I do not. But I
Senator TAFT. Wouldn't you have reason to know if they had?
Mr. BRODY. I am sorry.
Senator TAFT. Would you not have reason to know if they had?
Mr. Bnony. No, I would not.
Senator TAFT. They would have to make an appraisal on the value

of the property I would assume.
Mr. Bnony.-They would have to make an appraisal, yes.
Senator Tarr. You wouldn't be aware of whether they made one?
Mr. BRODY. No, I would not. The .district, as such,' is not involved

in the sale of these properties, at least not at this point in time. It is
a sale between the buyer and the seller and the price is reviewed by
the Federal Government.

Senator _TAFT. Do you have any comments on those questions, Mr.
Pafford?

Mr. PAFFORD. I know, for instance, in the disposal of some of the
properties from DiGiorgio, one case I felt real badly about, there was
a young .farmer in his late twenties and his wife who wanted to ac-
quire one of those vineyard properties, they thought they could make*
it. It was one of the units that was about a hundred acres, it wasn't
160. We tried to help them in getting fiancing. Let's see, the Land
Bank was in it and other people, but. I don't suppose they had assets
of over ..420,000 or so and it just wasn't enough that they could make
it. I thought it was horrible. Here was a guy T knew who had prac-
tically a green thumb and we went to considerable effort trying to
run down ways to help him so that. they could get in on a solid opera-
tion. But the point came out, the interest rates they would have to
pay, even if they could have borrowed. the money that woiddliave
been involved, it would have been very doubtful if we would have
been doing him any favor by putting him on the farm because they
probably would have worked like the dickens for 3 or 4 years and
then lost it. I think there is a real need for a program like that, if
they really want to help out in this business.

Mr. BRODY. As I understand it, Senator. in the case of the DiGior-
gio property, which illusions remain in the past, that on two occa-
sions, and this is hearsay, that the people were forced to turn, back
the farms, they were foreclosed upon because. they .couldn't make a
go of it Ix.cause of the cost, or the interest or whatever- it may bp, or
whether it was the size of the unit, I do not know, and they were, as
I understand it, failures. I assume in your reference to FHA you are
talking about the, Farm.Home Administration?

Senator TAFT. Yes. i
c

n
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Mr. %our. As I recall, that is administering the Bankhead-Jones
Farm Tenant Act. One of the retisons for the failure of that act in
the early days, as I recall, was the fact that the limitation they
placed on the amount they would loan to farmers was so small.

Senator TAFT. I believe there also is a residency requirement.
Mr. Bnowr. Yes, that's correct. A man had to be operating the farm

on the land himself, that was one of the original purposes of the Bank-
head-Jones Farm Tenant Actto convert the tenant into a resi-
dent farmer.

Senator TAFT. Mr. Pafford, what do You think about Congressman
Waldie's feeling that there is a conflict okinter6st essentially between
the enforcement of these programs by the Bureau of Reclamation and
the desire of the Bureau of Reclamation to continue expanding its
efforts and the program which it administers?

Mr. PAFFORD. I presume in everything that involves people, whether
they realize it or not, that there might be some slight association
there. But as far as any conscious effort is concerned, there certainly
is not that in any of my staff and myself. And I might say also in the
Interior Department we have an independent conscience. Sometimes
we argue with them quite a bit, that it is the office of the solicitors,
the legal people who keep quite an eye on the excess land administra-
tion, and they are responsible to the Secretary of the Interior only.
They have DO responsibility to the Bureau of Reclamation except to
keep us honest.

Senator TAFT. So you do not feel that this program would be better
located elsewhere?

Mr. PAFFORD. I doubt it very much.
Senator TAFT. Wouldn't you be relieved to have the burden of

handling this matter turned over to some other agency?
Mr. PAFFORD. Yes and no. If ybu have the responsibility of carry-

ing out a program and have a real sense of doing something well, you
take the things that involve a little bit more trouble and headache as
well as the things that don't and follow through.

Relative to your first question, there might be a slight, and I would
emphasize slight, lack of conflict of interest if you moved it to an-
other agency. On the other hand, I suspect there would be a lack of
understanding of what really is going on. We have physical operate
ing contacts and know what the farmers are doing, what, the irriga-
tion districts ...are doing, how they are dealing in water. That we
know from our people working with them from day to day. I doubt
that any more effective administration or as effective administration
would be obtained by an independent agency unless it would be set
up along the lines of one of those proposals where they just buy all
the land and resell it, and so on.

Mr. l3nony. Senator, it hasn't been so very long ago that there was
a great argument since the Corps of Engineers build comparable
projects that all their responsibilities be placed in the Bureau of
Reclamation because the Bureau of Reclamation was enforcing the
acreage limitation and the Corps of Engineers was not and it was
LE applicable to Corps projects. This argument was used. I would

lggest, sir, that you have to assume that every governmental agency
is going to prosecute the programs that are given to it and if they
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don't then I think you have to get them out of there, but I don't
think that the logic of taking this kind of thing away from the Bu-
reau of Reclamation exists because, the question of acreage limitation
or the size of holdings and the operating of holdings is very much
interrelated with the ability to pay the cost of the project., how you
will operate the project and many other factors. And I question
whether the separation of those two would be practical. ,

Mr. PAFFORD. Mr. Chairman, I would like to make one other obser-
vation relative to some of the testimony you have received and many
allegations that have been made ,otherwise. It is alleged quite ern-
phatically, on the-one hand, that the Bureau of Reclamation is not
enforcing the excess land laws, and on the other hand the same peo-
ple and Others say that the whole purpose of the California State
water project, was to avoid the excess land laws. What laws would
there be to avoid if the Bureau of Reclamation were not enforcing
them?

Senator TAFT..Thank you Mr. Chairman,
Senator S'i7EVENSON. It is also claimed that the appraisal policieS of

the Bureau of Reclamation are unfair or unrealistic. Some claim that
the forced sales of excess lands are at prices which are too low, and,
therefore, it. is confiscation. Others claim that the appraisal values are
too high, and that the sellers are therefore,unfairly rewarded [did
the small farnier cannot: buy at reasonable prices. What do you say
about these arguments?

Mr. PAFFORD. As about everything, there are, extreme views and
there are middle-ground views. Let me tell vou how this is actually
handled. At the time of an excess of land, the owner will come to us
for approval of the price at which he proposes to sell his land: We
have a staff appraiser to appraise the value of the property as it is,
and through comparison with adjacent properties and others find
what the value would be if it were not receiving project water. In a
good many cases the. appraisal we come up with is lower than the
landowner proposed price. If we get into a disagreement our con-
tracts provide for an appraisal by a three-man board, an appraiser
selected by us, an appraiser selected by the landowner, and an ap-
praiser chosen by those two. I think by and large we are probably in
about the right urea, since we are acctised,about equally of having
allowed too high a price, or gelling too low. Of course, as I am sure
you know, when it comes to the appraisal of land value, it is not a
precise science that you can put in a computer and it spits it out : it
depends on the judgment of people. We will not approve a sale that
in the judgment of our apppraiser doesn't fulfill the requirements I
mentioned.

Mr. Buony. Senator, may I giver you some more specific informa-
stion on the last question ? In the fifteeln sales that I recounted to.you

earlier, 10 of them were einiclueted by these outside appraisers, all
members of the American Institute of Appraisers, and three expert
appraisers, men who were engaged in the appraisal business, were
appointed to do this appraising. In other instances there are people
on the Bureau staff which have done, it but in 10 of the 15 or 16 it
was this kind of an appraisal.
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Senator STEVENSON. I have one final philosophical question I would
address to all of you gentlemen.

We have Federal set-aside programs designed to encourage farm-
ers to take their land out of production. We also have land reclama-
tion policies designed to help them put their land into production.
Can you reconcile for me what appears to be a conflict in public
policy?

Mr. BRODY. Perhaps I have been commenting on too many of thesequestiOns but I would not hesitate to give you my views, on it. Water
resource development does not come about, Senator, overnight. The

roject on which I am working was initiated 30 years ago and it is
not yet completed. Iii! 1933 the State of California was coritemplating
a water bond referendum with reference to water resource develop-ment, and one of the large arguments that was raised against it wasthe fact that you should not be importing water to areas to use forthe production of crops. Now this was in 1933.

If our production had remained constant in the intervening years,the war years and the other years, where would we be today with
respect to production if we had not brought in this additional agri-culture.

Second, the fact that there. are surpluses in the crops todaymypoint is, in fact, there are surpluses today but this does not meanthere is going to be a surplus a few years from now. As a matter offact, according to statistigtUt I have seen, if all the food that isproduced in the world today were distributed equally to all the peo-ple in the world we would all be hungry; so I don't, think our prob-lem is one of food production or agriculture production so Much asit is a matter of food distribution.
Senator STEVENSO:l. Are you suggesting that there will be a, majorgrape shortage in 5 years?
Mr. BRooy. No; I am not. I am not suggesting that there will be a

shortage in any crop in 5 years. I am saying that over a, period of...././ time these things do occur and I think there are adjustments that
have to be made in our production in terms of shortages in some in-
stances and surpluses in others, but. I don't think you can maintain
a perfect balance at any time.

Mr. Purism). I might add that our program here, like the reclama-tion program in many places, has enabled a much greater diversity
in farming in .the production of many things that are still'in quite
short supply. And the overlap interrelationship with programs in-volved with large surpluses, and programs for taking land out ofproduction or curtailing production; the overlap is .quite small. Ithink for the reclamation program, as a whole, about 2 percent of
the ASC payments by the Department of Agriculture in 1970 for'surplus and supported crops were reported to have been paid to
farmers who received reclamation project water. The big advan-
tage with our irrigation is it allows quite an opportunity to adjust
supply to follow the law. of supply and demand, because the' farmer
has much greater littitiule with what he can grow. *

80



1698

Senator STEVENSON. Gentlemen, I thank you. We are trying in
these hearings to hear the views from all sides on every issue. I am
therefore especially grateful to you for appearing here today.

If we have had any disappointment in these hearings, it is because
we haven't in all cases, and on all questions. been able to get the views
of all parties. It is certainly through no lack of our effort.

I 'am disappointed that so far many ofsthe representatives of agri-
business, so-called, have not seen fit to appear in these hearings in
California, or at our Washington hearings.

Your testimony has been very helpful and I am grateful. Thank
yotr.

Mr. BRODY. I wonder if I may -make one concluding statement. I
know you are pressed for time.

Senator, as I viewed the information as reported in the press, at
least, that's been supplied your committee, I have become more dis-
turbed than I ever have in the past over it because it is a repetition
of things that have been proven false in the past. On the other hand,
to come in and respond to them or to attempt to offer what you con-
sider to be constructive suggestions, you become the tool of the large
landowner which is no the fact. As a matter of fact, as I view the
comments that are made, it reminds me of a statement used to de-
scribe ..one man at a particular point of time who said he was very
astute and could find a difficulty for any solution. I thinkthis is what
has been done here.

Now, if we would, I have a feelin g that in these objectors who have
been appearing before your committee in the past, at least as far as
the excess land provisions are cancer tlo are, using the small fanner,
are using the farm Ifi'bor in this p i mular instance, why I do not
know. But I do know this, that it they Were sincerely interested,
here is a vehicle, and there is machinery they can work with. I have
not heard one of them come up with a constructive program as to
how they can distribute these lands to the small farmer, to the farm
tenant.

Senator STEvExsos. That is partly our job and one of the reasons
we are holding these hearings. We want to develop some fair policies
and we are not simply hearing the opponents of irrigation projects.
Yesterday, for example, was spent mostly in hearing directly from
the farmers, large and small.

Now, with that we are going to have to keep moving because we
really are running very far behind our time schedule.

Additionally, we just learned that Senator Wayne Morse of Oregon,
formerly a member of the Labor and Public Welfare Committee, will
not be able to be here with us this morning. He was invited to testify,
in view of his long interest in the problems that our subcommittee
has been considering, and vile do have a copy of his statement, which
I order printed at this point in the record.

I wish to thank Mr. Gary J..Vear, who had been invited to testify
on the water issue, and prepared a statement, but has consented to
presenting his views in writing, ratifier than orally, in order that we
might move on.

I order that Mr. Neir's testimony be printed after Senator Morse's
statement in the record.

(The information referred to follows:)

8 1
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1ft. Chairman. I am delighted to have this oppor-

tunity to add my
r
VOiCe to the growing numbers of'citlzons Alow

concerned about the new forces at work in rural America.

Wo hoar more and more about giant corporations and

conglomerates in agriculture, but I would vonturo to say that

few of us aro aware of just how dramatically those ontitios

are reshaping rural society. For example, Tenneco controls

more than 1 million acres of prime farmland in California;

throe corporations dominato the Nation's lettuce production;

and twenty largo corporations now control U. S. poultry pro-

duction. Just recently, a Time Magazine reported that Booing

Aircraft purchased 100,000 acres in.Orogon, including some to

be planted in potatoes. This can only depress fiather the

prices in once industry that already is in trouble.

The invasion of those giant corporate entities have

had a good (1°61 to do with the fact that in a peeod of just 20

years, the total U. S. farm population has been reduced by 60t,

and the number of farms has boon cut in half, while the avvevvi

acreage par 71ii'm is on the increase.

For example, the farm population.in 1950 amounted to

25 million. By 1969, that number had dropped to 10 million.

Expressed as a percentage of the total population, in 1950

tho faim population accounted for 154 of the total and by 1969

it was loss than 5%.

8 2
0
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The,number of commercial farms in 1950 was 5.6

million. In 2,969, there were fewer than 2.9 million farms.

although during that same period the average acres per farm

increased from ZOO to 380.

Taking into account g change in definition of a

"commercial farm" from 1950 to 1964 there was a marked de-

crease in their numbers in the State of Oregon. In 1950

there were 34,470 commercial farms. By 1969 the figures had

dropped to 17,003 firmi..

Shrangely, Mr. Chairman, this dramatic shift in the

bas c character of rural America has attracted little atton-
.

tion Thile we have dutifully counted the peoplermoving from

farms to cities, ye-have exhibited little curiosity about the

causes of this migration. We 'have, as a result, :perpetuated

bi the myth,d the inevitability of bigness.in agriculture--a
s

-bigness,that.exists attthe'expense of human and social values

and institutions.
-N

The family farm has always beelDmore than an economic

entity. It has,-until recently, been a basic componeneof our

social and political systems.. Since Thomas Jefferson first

At4 q-
idealiara the family farm in his vision of a nation of small,

independent land holders, the family farm has symbolized the

4

4

to



-1701

Statement. Of Wayne Morse.
Pdge

American dream. An agriculture based on the family farm

'has afforded countless opportunities for the realization

of that dream.

Just a few years ago, ourirural landstapo was

dotted frith hundreds of thOusands of family farms generously

interspersed with economically viable rural towns and

'thriving rural communities. Today both the family farms and

the rural communities which they supported are fast disappearing.

In their place;we now find "farms" that aro operated on a vast

scale by phantom machines, directed by a nets brood of "farmers"

from the corpotate board rooms of Houston) Los Angeles and

New Yotk. Modern American agriculture is no longer character-

ized by Farmer Jones and Farmer Smith. Modern "farmers" have

the unlikely naMosof Tenneco, United Brands, Purex, Southern

Pacific, Standard Oil and--Btrairrg-,7------1--

This corporate domination is not Inevitable, but it

has beeencouragda by the federal government through generous

taxtax.lienefits--intludingtax loss farming ad--
.

vJotages available only to the giants; research subsidies

thro0Oiland.grant colleges; and other economic incentives.

In the Western States, it has been oncouiaged by the govern-

Ment's failure to enforce the acreage limitation proviiion of ;

09-133 0- 71 - pt, 3C -
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Federal Reclamation Law., 'a limitation I have long supported.
. 1(

' . On the west COast, completion of new water projects, which
, q

.

cost the taxpayer millions of dollars, will provide cheap

waterto_a few rich farmers and corporation's and will bring

thousands of new acres into produCtion, all to the economic

detrimont,of tho independent family farmer.

Yet, another subsidy is the assurance of cheap labor.
0

No other industry oxcept.agriculture has ever been the beno-

. D '

ficiar of a ready supply of cheap labor, an indirect subSidy

%rialt g from the exclusion, or at best, only partial inclusion,

of itarmworkdrs from practically every major social and worker

benefit program ever enacted into law. And this cheap labor.

4
.
policy works especially to the detriment of the small farmer

and his Lamily who invest countless hours of ,their own labor to

5 ?
-

earn their ownliving.

Chaimzan, that the family farmer is not

inefficiefnt. In fact, many studies illustrate that the small

(armor is in many cases the more 'efficient farmer. He simply

cannot 'compete successfully with the,economic power of giant

corporatiops and conglomerates that can rely om their non-farm
a .

income to sustain any losses in their farming divisions and

which are, 4n the final, analysis,' supported by the federal.'

government,
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I commend your Subcommittee,for beginning this

essential investigation. I hope that your hearings will

decumont the real tragedy of our dying Amorican dream: the

suffoCation of thlkfamily farm by forces beyond its control

and the loss of oppottunity for a life of dignity and worth

in rural America. Wo must decide what we want for rural

America--a food production, processing and distributing

factory, or an.agriculture that is based on human values.

I vote for the latter and hope that the Congress will

not delay the implementation of ,a rural policy that ean re-
.

vitalize.our rural countryside.

ti
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TO: UNITED STITES SENATE
LABOR AND PUBLIC WELFARE COMMITTEE
SUBCOMMITTEE ON MIGRATORY LABOR

FRO& GARY J. NEAR, AT_TORNEY AT LAW

DATE: JANUARY 13, 1972 ,

' SAN FRANCISCO, CALIFORNIA

RE:* THE CALIFANIA WATER PROJECT AND ITS
EFFECTS ON ENVIRONMENT AND THE

0
AGRICULTURE INDUSTRY

BIOGRAPHY - Me: Near is an attorney in private psactice in San Francisco
pd also ackgrofessor of lawoat the University of San Fr ancisco. Mr. Near
represents the conservation groups Friends of the Eatth and the Sierra. Club
in a present lawsuit challenging the California Water Project in the United
Statee'Disirict Court in San..Francisco. The name, of the case is Sierra Club,
Friends of the Earth, et al., v. Morton, et al. , No. C-71-500 SAW.

Gary J. Near
440 Pacific Avenue
San Francisco, California 94133
Tel: (415) 398-4727 a
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Tile California Water Project, a joint federale,:state project,
is the largest"watevr project in the United States, both inferms of public
finapcing and its impact on the environment. The project consists of a
series of dams,trfiservQirs, aqueducts, and Pumping plants that are
designed to transfer surplus water that 'exists in Norther California an
the San Francisco Bay-Delta Region to the water- eprived areas of
California's Central Valley and the Southe C ifornia region, primarily
Los-.Angeles metroPolittn area. The cost his project ranges frbm
$4 billion to 00 billion, depending upon w system of accounting is
used and what factors are taken into c ideration.

-
Unquestionably, a pro ct of this magnitude and sophistication

does yield substantial benefits t many'sectors of the California economy,
in addition to recreational benefits lind certain environmental benefitis!sucho'
as flood bentrol. flowevpr my testimony befoie this cointinittee,"will
elaborate on the benefit of the California Water Project; rather it will

1raise the problems pr sented by the Califorkia Water Projeat as it affeets
the environment, d more particularly how it- affects the agriculture,

'Industry in, =ie.

When the California Water Project was passed into legisla2on
in Vie early 196015 it, like many other public projeets, was heralded as a
godsend designed to solve all the problems of water resourceallocation.
This.optimistic Forecast began to erode away as the evidence began to
accurhulate as to the effect of the massive water transfer on the environ-
ment in California.

In order-to, receive an overview of the impact of the California
Water Project, it would be helpful to break down this project into three
geographic areas and'separate out tohe environmental effects in rough
dimensions in these areas. In l(forthern. California, especially thb area
above San Francisco, the effect focuses on the-damming up of .wild rivers

.

in this area. ftivrs such as the Sacramento, Klamath, Del. and Trinity
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have been converted frOrn their natural and wild state to rivers that have
periodic darns and reservoirs on them. The second large area of concern.
Lithe San Francisco Bay-Delta region. The overall effect of the California
Water Project in this area is to divert fresh water Which normally accrues /*
to the Bay-Delta region from the SaCra,.rnento and San Joaquin Rivers. the -
diversion of the fresh water frqrn these rivers has a,yesultant of ect of
seriously aggravating the water pollution of the San Francisco ay and

'dimiftishingthe agricultural vitality of the fertile delta region. The third
area effected by the Water Project is Southern/California. The environ-
mental effects of the Water Project in this area become somewhat specu-
lative; however, suffice it to say that the Water Project allows for matssive
residential, commercial and,agriculteral development in an area that may

t well be suited for the volume of the development that is anticipated by

ith Water Pioject. The serious and. acknowledged problems of air pollution,
definitelyurb sprawl and land speculation are a connected to the massive

transfer of water provided brth`e California Water Project. Without this

water transfer, these problems would not have reached the magnitude and
.severity of the present level?.

,
The connection between the Water Project andeshe agriculture

industry in California is,direct and substantial. It is common knowledge
that a major reason for pie promotion of the California Mater Project was
to^circumvent the more restrictive control of the Federal Reclamation Laws,
specifically the 160-acre limitati n. The California Water Project has no
acreage limitation as to the amo nt of water available for agricultural
development. In ti4s respect, th California Water Project expressly
encourages large4cale and mas ive agricultural developmeint. The more
conspicuous examples of land ow ership which document this contention
are such, agricultairal combines a Teweco, Standard Oil of California,
Teejon ItanchNA Southern Pacific Railroad, all of whom have agricultural
farms in excelts of 200, *0 acres each. If it were not for the California
Water Project these large combines could not exist. This Committee has
heard previous testimony on the effects of these large agr,icultural
conglomerates as to their competitive advantage over the small family 7
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.

15i farm jn California, and these problems will not be discussed in this. ..patter. , . *.t

Concern over the environmental effects of they California
Water Project mounted trough the years and as studies were made and. . ,
suspicions were converted into facts, the evidence against the California
Water Project in may resPects became of a serious nature. The 'adverse

*

effect
i
of the Water Project on such'environmental considerations as water

quality, fish and wildlife habitats, commercial fis ipg;'..recreatioal
values and aesthetic. enjoyment were drawn into qu 'arm and the effect-
of the Water Project in many cases w 1s of a perma It and irreparable
nature. These shortcomings of the ater Project led conservation groups
such as' the Sierra Club and Frit a of the flarth to take a hard' second''
16ok at the Water Project, Thcl,result of this close reappraisal of thp
Itater Project culminated in a substantial lawsuit filed bythese groupL,
last Spring. (This lawsuit Will be submitted as an .enhibit to this testimony.
In essenocthe low fit filed againtt the California Water Project charged/
that the PxNting prOjec was-in seriousand substantial violation of several

_statutes, speicifically he Nation Enviropmettal Policy Act Of 1969, the
Rivers and Harbors Act of 1899, and Fish and e naWildlif Coorditiori
Act. T status 9f the lawsuit is that the goverrimenp's motion to
disiniss htp be denied and the lawsuit is proceeding to.ward a trial.
relief ,sought the lawsuit is compliance with the mandatory studies
required by ese'federal statutes and, appropriate permits to be gra ed
for,the co truction of facilities that are partot the Water' PrOject Until-
these stu lea andspermits are. granted the lawsuit sees to restect any

;further development of the Water Project.

Approximately ninety percent of the Califoxn,d Water Project
is completed. However, several major components '0 the California Water

roject remain uncompleted ana have not'been affir natilely authorized
yby the United States Congress. I would likelto del few 'minutes on

.

. t hese anajOr components because I think this' CiP;rnittee should be aware ..,
of their impact on the environment and the ,griculture,%usiness, in
California. Two Major components which haves not been built nor authorized

601;3 - 72 pt.3C - 7'
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by Congress,are the "Peripheral Canal" and thellEist-Side banal".
The purpose of these two canals is to divert the fresh water that comes
out at.Ithe mouth of the SacraMento River around the Delta. approximately
45 mires to the pumping plants located at Tracy in the heart of the Delta

region. Althou the proponents of these canals claim that many environ-

- mental safegua drvill be instituted and the Delta region and the Bay Area
will be protected by these canals, these are questionable conclusions that
have-dubiouspport in fact, or logic. One effect of the Peripheral, Canal
is beyond question; namely, it will allow forlapproximately a doubling of
the fresh water diversion from the Sacramento River into the California

.
Water Project which will service the CentTarValley region)and the Southern
California region. The East-Side Canal will have a simirar effect.

Although it is perhaps presumptuous or maybe oven foolish
to say that these proposed additions to the California Water Project raise
one central question, I think it is fair to say that these components'do

raiser the following question. That question could be stated'as follows:
, If there is not enough water to service the projected demands of the Cali-

fornia Water Project, who is going to gat the first priority of the water?
This question can perhaps be best understood by realizing the effects of

diverting the fresh water from the San Francisco Bay region and the
effects of da ming up the wild coast rivers in Northern California.
The eviden e accumulated in studies done by the United States Geological

Survey and the California State Water Resources Department substantiates
that there is an absolute need to have substantial fresh water through the

.,--...,,Sacramento and San .Toapuin Rivers flow into the San Frahcisco Day-Delta
region in order to proact the water quality of this area. Given this
requirement, the question arises is there enough water to be transferred\
to the CerJral Valley region and Southern California to meet the projectied
needs of these areas? The answer sevens to be No.

If this conclusion is correct, I would suggest to this Committee

to examine yery closely any request to extvd the California Water Project
through4ch Components as the Peripheral Canal and the East-Side Canal:

r
4 Quite,a9art from any justification on a cost-benefit Iformula, which would

be hard to substantiate, it seems abundantly clear that the adverse err/iron-
,
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mental effects by further water diversion, as contemplated by the
Peripheral and East-Side Canals, would be disastrous to the San
Francisco l3ay -Delta region and to the wild and scenic rivers of Northern
California. , ;

O

Another aspect of the California Water Project whiCh should
be.of interest toAhis Committee is the treatment of agricultural waste
waters. I refer to the drainage water that omes off agriculturel areas
that is loaded with herbicides, pesticides a d other environmentally
harmful chemicals. Tiis is'no meatproblem, because it results in
water pollution from these agricultural ;make products flowing into fresh
waters. The San Luis Drain is the component, of the California Water
project which drains off the, agricultural waste from the Central Valley
region. This drain is Vvoefully-inadequate to separate out and treat the
harmful chemicals which eventudlly flow into the fresh waters of the
Delta region through the .iariJoaquin River. The dumping of then ri-
cultural waste waters into these fresh -water seriously a tes
the already-existin wate pollution problem, O the San; Franc Bay.
The solution to this problein is of a relatively easier nature n sonic of
the other questions posed 14 the California Water Project; 1 lelyvtreat-
ment of these waste voter's could separate out the harmfuVkfernents ancl
allow recycled water to slow into the San Francisco Bay-adthout any
harmful eiftIcte.

In conclusion, I hope these observations providtd,ia frarnawork
to view the impact of the California Water Projbet, as tt effects the enviton-

-Anent and the agriculture industry in California. It shoulil be obvious from
these comments and the lawsuit discussed that 'a

fvigilant attitude exists
among persons concerned' about environmental quality and they will not
hesitate to challenge er:tenslons to the California Water Projea.

SA
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U.S. SENATE
COMMITTEE ON INTERIOR AND INSULAR, AFFAIRS,

Washingto'n, D.C., March, 2G, 1971.
lion. Jolts W. MITCHELL,
Attorney General, Department of Justice, Washington, D. C.

Mn, ATTORNEY GENERAL: There is pending before your Department the
question of whether to appeal the decision of the 'United States District Court
for the Southern District of California in the so-called Imperial Irrigation
District excess land ease (United States v. Imperial Irrigation District, No.

I earnestly recommend that this case be appealed for the reasons set out in my
errelosed letter to Solicitor Witch of tht Department of the Interior.

In addition to what I have written to Solicitor Melielf, I would point out that
nearly all Federal reclamation projects for many years have been authorized by
statutes employing language similar to that used in the Boulder Canyon Project
Act which the District Court held (lid riot incorporate the excess-land limita-
tions by reference.

With all due deference to the District Court's view, it has never been ques-
tioned that the language in these 'authorizing acts which is substantially labn-
tleal to section 14 of the Boulder Canyon Project Act makes the excess-land
limitations of the Federal reclamation laws applicable. The °District Court's
opinion now, for the first time, raises a substantial question regarding whether
the Department of the Interiorthe Congress and the water user groups seeking
project authorlzations have been in error in'assuming that authorizing a project
subject to the Federal reclamation laws made bxcess -land limitations applicable.

In my opinion, it is essential that the issue of what the law now is be clarified.
. I hope that the Department of Justice will promptly authorize the United .States

Attorney to perfect an appeal.
Sincerely yours,

CLINTON* P. ANDERSON,
Chairman, Subcommittee on Water and Power Resburecs.

MARCH 20,1971.
non. MITCHELL Munn, 5

Solieitor, Department of the Interior, -

Washington, D.C.^
DEAR Mn. Armen : As Chairman of the Senate Subcommittee on Water and

Power Resources, I hope you 7v14.1 recommend to the Department of Justice that.
the United States appeal the decision in the Imperial excesslands case.

An Judge Turrentfne's.January 6 opinion points out, the departmental review
that eultainati,d in Solicitor Barry's opinion of December 31, 1904 emanated
from tan inquiry I made on August 7, 19011 almost 10 years ago, as Chairman
of the Senate Committee on Interior and Insular Affairs at that time.

The imam involved are of such importance to the future cause of water
resource development that they requite review at all appellate levels availdble.

Where Judge Turrentine's decision to be limited in its impact to the Imperial
Irrigation District alone, appellate review would be' warranted. The Boulder
Canyon Project is itself a reclamation project 01 the first magnitude. The All:.
American Canal-Imperial Irrigation District was the largest reclamation project
undertaken at the Utile of its authorization. In addition, Secretary Wilbur's 1933
letter and the eircemstances under which it was written 'have given rise to
questions that have continued to cloud administration of the excess land laws
by the Bureau of Reclamation. These questions, I fear, will co'ntlnue to exist
unTesn all avenues-of appellate review are exhausted.

Beyond that, and of perhaps greater compelling consequence is the fact that
the impact of Judge Turrentine's opinion goes cOnsiderably beyond the present
scope of Colokado River water service to the Imperial Irrigation District.

The Colorado River BasinProject Act of 1968 (P.L. 00-537) tprovides for the
United States to make up deficiencies on present Colorado Rivcir flows by aug-
mentation so that there will be available for beneficial consumptive use ln the
three lower basin states a total of 71 j million acre-feet annually. By section 305
of the Act, this augmentation water is to be available on the same terms aswould
he .applicable if mainstream water were avallabIR for release in the quiintities
required to supply such consumptive use.

It is apparent, therefore, that whether or not excess-land limitation will be
applicable to augmentation Water supplied the Imperial Irrigation Distriet by

103
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the United States at substantial additional cost will turn on the present state ofthe law. You will recall that the uncertainty over this point revealed in thecourse of the Senate hearings on what became the Colorado Ri Ver Basin ProjectAct was itself an additional contributing factor Loading to the review of thelaw reflected in the Barry opihion.
I am not a lawyer and do not presume to pass judgment upon the legal questions-involved in this litigation. However, it seems to me that Judge Turrentine'sholding introduces substantial uncertainties into the applicability of excess-land limitatibtis which should be clarified by. appellate review.To begin with, a holding that a provision Filch as section 14 of the BoulderCanyon Project Aet is not itself sufficient ° render exeess-land limitationsapplicable tO a particularly project calls into question the applicability of theexcess land laws nut only to all irrigatioh projects receiving a water supply fromHoover Dam storage' hut to other projects authorized by Congress with languagesimilar to section 11, An obvious example is Coachella, for the applicability ofthe exeess-land limitation to the Coachella Valley has not been4itigated. A furtherexample is the Central Arizona Project itself, for the excessliand laws are notmentioned in the Colorado River Basin`Project Act and are applicable only ifincorporated into that Act by reference.. The same is true of the upper ColoradoRiver Basin projects authorized by the Colorado River Basin. Project Act, Forthat matter, the question arises also as to the upper basid projects authorizedby tldColorado Riser Storage Project Act of 1950. It too incorporateS reclamation law by a provision similar to section 14 of the Boulder Canyon Project Act.Yet another example of the 'Central Valley Project. Reclamation law is incor-porated Into the authorizing act of August 20, 1937, only by language similar ,to, section 11 M the Boulder Canyon Project Act.

In most of these eases, as in the Botffiler Canyon Project Act, specific paythenttreatment requirements are prescribed which depart from the standards pe-serlbed by section 40 of the 1920 Act lis well as from Mese preserlbed by section 9of the Reclamation Project Act of 1939, which latter Art itsolf makes no ifientionof excess -land limitations.
The uncertainties- introduced by Ihe reading Judge Turrentine gives to sec-tion 14 exist, whether or not the lands involved have a pre-project history of irri-gation. It is by no menus clear that Judge Turrentine's opinion regarding theconstruction of the Boulder Canyon Projeet Act IS dependent upon his conclusionsrespecting the aignilleance of pie-projeet irrigation in tlu1 Imperial Valley.A second area of uncertainty introduced by the opinion deals with the rela-tionnhip between excess-land limitations and pro-project use of water. Theseuncertainties are went wide in their Implleations. )lost Federal reclamationprojects arc supplemental water projects. It is entirely possible that'extensivelitigation may now moan. before the effect of ire - project irrigation on theapplicability of the excess land lawn In clarified. f'ertainly, any tfuggention thatsupplemental water projects should be exempt from the excess lanil laws by.. Congress would enmuder great controversy, When such an attempt. ,was madeback in the middle ',10's, involving prinNpally the Central Valley I'rojeet, it'wan rejected by the Congress'butthe turmoil that ensued plagued the reelama-Hon program for many yearn. A lower court holding that can be read as possiblyhaving such an effect similarly can be expected to give rise to extensive einfilttroversy in connection with future authorizatiorak which could have a substan-tial adverse Impact upon the reclamation program. `

.'It in only' through prompt aaellate review that authoritative iletertidpatijnis.

can be reached as to the present state of the law re sorting a cabliey.of ex-' rest; -land limitations. It in essential to Mime reclama on attUniriwtfaks, itt..myopinion, that the mpe:flatten introduced by Judge 1 rrentine op411t: heclarified.
As for the mepit of the legal question, there is 4mbotantlal doubt concerning thelegal validity of the Court's holding an demonstrated by the fact that theSolicitor General of thq rutted Staten in the Eisenhower Administrathal feltit necessary to stn te. to lime Supreme Court's Special Mantenbearing Arkona Y.Valli uvula that, in bin opinion, excess-J:1nd limitations are fully applicable.For these reasons, I hope you will agree with me that this case deserves thefullest appellate scrutiny.

"VeSincerely yours,
Curium' I'. ANDERSON,.. ('h airman, Islubcommlifer on Water and-Rawer Resources.

f
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[Filed Mar. 29, 1971Clerk, U.S. District Court, Southern District of California,
by Deputy] -

In the U.S. District Court for the Southern District of California
UNITED STATES OF AMERICA, PLAINTIFF,

Vd.

IMPERIAL IRRIGATION DISTRICT, A CORPORATION, DEFENDANTS

JOHN M. BRYANT, ET AL., INTERVF.NORS, BOTH INDIVIDUALLY AND ON BEIIALF OF A
CLASS, ToTVITALL PERSONS OWNING MORE THAN 100 ACRES OF IRRIGABLE LAND .
WITHIN THE IMPERIAL IRRIGATION DISTRICT,

STATE OW CALIFORNIA,_ Inzgavrifon.

BEN YELLEN, ET AL., AFPLICANTS FOR INTERVENTION

Civil No. 07-7-T
Affidavit of Frank J. Barry in support of Motion to Ingtveno

Arthur Brunwasser
445 Sutter Street, Suite 501
San Franisco, California 94103,
Telephone : (415) 393 -2203 attorney for applicants
STATE or OREGON
County of Lane, 88:

Frank J. Barry, being first duly swatn, deposes and says :
That I reside at 2985 University Street, Eugene,,, Oregon ; that I am a

Professor of Law employed by the University of Oregon ; that I teach Prop-
erty, Environmenthl Law and Natural. Resources Law ;

That I served as Solicitor of the Department of the Interior from January
30, 1901, to April 7, 1968; that the Solicitor is the chief legal officer of the
Department of the Interior that a major part of the busingss of the Solicitor
during the years that I .held that office was the study, interpretation and
application of the excess land provisions of the Reclamation Laws of the
United States;

What I have read the ()Pinion of the Honorable Howard B. Turrentine,
Judge of the United States District COurt for the Southern District of Cali-
fornia in the case entitled, "United States of America v. Imperial Irrigation
District, et al." (No. 67 -7 -T of the files of said Court) ; that I have noted
Judge Turrentine has held that said excess land laws do not apply to the
Imperial Irrigation..Distrlet ; that this opinion is .the' opposite to the one I
reached in my opinion of December 31, 1904;

That my said opinion was arrived at after careful study by the most
expkieneed reclamation lawyers in the Department of the Interior; that it
was concurred in by the Attorney General of the United States ; that it was
shared by the Solicitor of the Department of the Interior, Honorable Fowler
Harper, in the Truman Administration. (71- Int. Dee. 490, at 531-548) and
by the Solicitor General in the Eisenhower Administration (71 Int, Dee. 400,
at 555) ; that the circumstances of the issuance of the informal opinion of
SeCretary Wilbur "granting" the exemption, the fact that we were unable
to find any evidence in the Department that Secretary Wilbur's Solicitor
considered the informal opinion and the fart that rive of those who recog-
nized the exemption ever pretended to rely on more than that it was lased
on Secretary Wilbur's informal opinion; all raise doubts as to the correctness
of the informal opinion ;

That notwithstanding the conviction of the lay/a/era In my office, and of
myself, and the lawyers in the Department of Justice, of the applicability
of the excess land laws to the Imperial Irrigation District, we expressed a
willingness to the representatives of the District and of the large landowners
in the District to submit the entire issue for a judicial determination before
taking steps to enforce what we thought and think to be the law ; that this
was the subject of the negotiations referred to by Judge Turrentine on p. 4
of his Memorandum of Opinion ;

That the highest legal officers of three ceessive administrations have
east serious doubts on the validity of the Int ormal Wilbur opinion ; that I
agree with Judge Turrentine that "the decidi n whether acreage limitation
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applies under the [Boulder Canyon] Project Act involves important con-siderations of national policy"; that, in my opinion, and with respect to
Judge Turrentine, this case must be appealed to the highest courts so that
these "Important Considerations of hational- policy" can be finally resolved;
that, 1n such an important ease ad this, it is no more fitting that Judge
Turre.Utine's opinion should be the last word than should the opinion of the
&Bettor of the Department of the Interior,

Dated this 20th day_ of March, 1971.
Vamtic J. BANAL

Subscribed and sworn to before me this 20th day of March, 1971.
BRYCE NOSura,

Notary Publio in and /or said County and State.

DEPARTMENT or JUSTICE,
Washington, D.C., April 10, 1071.

Hon. CLINTON P. ANDERSON,
Chairman, Subeomlnittee on Waterland Power Resources,
U.S. Senate, Washington, D.C.

DEAR SENATOR ANDERSON: This is with further reference to. your letter of
March 20, 1971, addressed to the Attorney General recommending that the Dis-trict Coprt decision in the case of United States v. Imperial Irrigation Dis riet

. be appealed, and my reply thereto dated April 2, 1974. No doubt you are whW
that on April 8, 1971, the Solicitor General 'determined that an appeal o theDistrict .Court decision would not be authorized. In advising me of his decision,
the Solicitor General referred to your interest in the matter and suggested that Iwrite you further respecting it.

As you know, the lawyers of this Division who tried the case in the District
Court argued vigorotedy in support of an interpretation of the Boulder Canyon
Project Act contrary to that arrived at by the Distict Judge, Basically, the agu-ment was that the provisions of Section 14 of the Project Act, together with the
references to Reclamation Law In Sections 1 and 4(b) of the Project Act, made
the provisions of Section 40 of the 1920. Omnibus Adjustment Act applicable to
the repayment contract entered into, under date of December 1, 1032, withIrrigation District.

But the. District Judge was not persuaded that the general references in theBoulder Canyon Prop& Act to reclamation law were sufficient to evidence aclear intent on the part of Congress to impose the excess land provisions of Sec-- tion 40 of the 1920 Act on the privately owned excess lands In Imperial-Valley.
Instead, lie found that other provisiOns of the-Project Act and the legislailVe
history indicated a contrary' intent. And for this interpretation he found con-firmation in the tact that the Secretary of the Interior had determined in 1933that Congress did not intend to impose acreage limitatipn on privately ownedlands in the Valley and that nothing was done for 31 years, either administra-
tively or by congressional action, to disturb this determination. Similarly, theSolicitor General's decision was primarily based on the fact a decision had beenmade in 1933 and there was no action to reverse it until the Solicitor's opinion
was issued December 31, 1904. rtaler these circumstances Ile concluded it wasinappropriate for the Government further to pursue the matter by seeking ap-pellate review of the District Court judgment.

I respectfully suggest that the lesson to be learned from our pxperietee withthis case is this: If the enforced subdivision and sale of privately owned landsin excess of a limited acreage which will receive the benefits of a federal rec-lamation Project continues to be a viable and fundamental policy 'eof thereclamation program, there is crying need for congressional action today so de-(taring and to preclude frustration of the policy by administrative or judicialinterpretation of statutes the age of which leave them open to attack as al=legedly archaic and not reflective of modern 'realities. To at least some who havehad substantial experience in this field of the law, there is little room to doubtthe wisdom or the viability today of the basic pail'. But the Statutes at Largeare replete with case after case in which the Congress itself- has- omitted to tiAldress the problem. Indeed, in Wile instances where the problem has actuallycome up for debate, it has been left without resolution by the pending legisla-tion, with both the proponents and the opponents of acreage limitation beingcontent to avoid a showdown in the apparent hope that their remarks in the

-1 0 6
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legial tive history would lead to tin administrative or judicial resolution in
aecor with their respective views. For example, you will recall that in connection
with the San Luis Unit of the Central Valley Project, when the question of ap-
plicu bility of acreage limitation to the state service area was under debate, one
of t e most ardent advocates of the limitation declared it was his purpose simply
to I ave the question open for resolution by the courts:. Opinion i1T NMI 08 I.D.
41' , 415, 410.

6

n your letter of March 20, 1971, you concluded with the statement that, in your
o inion, it is essential that the issue of what the law now is be clarified. I .

r wspeetfully suggtist that there is at least an equal need for modern legislation
arifying whether it continues to be congressional policy that the break' up. of

ire-existing excess holdings of privately 'owned lands is a condition to. their
receipt of project benefits. There is also need for further legislation mo that lid{ -

funds will be appropriated for. and construction will not be began on, any Project
to which Congress intends acreage limitation to apply without there.tIrst being '-
executed the contracts essential to the execution of this policy.

Please be assured that we in the Department share your concern in U118,11'117' --
portant problem aturthat we greatly appreciate the thoUghtful analysis you sub-
mitted in support of your recommendation.

Sincerely,
""'N SHIRO KASIIIWA,

Assistant Attorney General, Land and Natural Resources Divisigns..

..
DEPARTMENT Or ;TITMICE,

'TVashinNon, April id, t571.
Mr. DAVID BROWER, ' .

P Friends of the Earth,
Ran Francisco, Calif.

...
Dunn Mn. BROWER: Thank you for your letter Of April 5, 1071, addressed to the.

Attorng. General recommending appeal from the decision of the United States.
Distriet Cou4t for the Southern District of California in the case, Nutted Stages r.)
v. Imperial Irrigation District, On April 8, the Solicitor Generhl decided that-bn
appeal would not be authorized.

The basis for the Solicitor General's decision was primarily that the Secretary
of the Interior had determined in 1033 the excess land provisions of itclamation
law do not apply to privately owned lands hlhe Imperial Valley anti that this
determination was not disturbed by elthtr administrative or Conkressional action
until the opinion of the:Solicitor Tor the Department of the Interior was issued
December 31. 1964, Under these eircumstanee):I. the Solicitor General i'oncluded
it was inappropriate for the Government further to pursue, at this date'an effort
to reverse th6 1933 determination by seeking appellate ,review of )tile. District,

,,Court judgment. . 4* . .

While the Solicitor General's decision 'controls appealing the District Cour,
decision. pleasebe" assured that we do share your concernfor the excesi land.'
policies of reclamation law generally. I tlitnk, however.' that the dech trdon of the

-trial court and the Solicitor Generfil with respect to Imperial Valley suggest a ..:

real need for updating the excess land laws and their applicability (a partitalar .

projects iffrustration of the policy by judicial ofhdministrativeinterpretation is
to be avoided. .

.

Sincerely,
Situp KASHIWA,

Assistant A ttorney,General, Land'and 'Natural. Resources Dkision.
. - .

"4_.....
111AINIIATI'AN, KASH., MAY 28. 1971.

.
Mr. ERWIN (IntswoLo. *

Soriettor General, ustiee Department,
Washington, A.C.

DuAn Mn. Ontswoto: You may have reel the report in New Repabl& (May 8,
1971). of thO recent decision and lack of appeal concerning the Imperial Valley
land Ownership (Water, Water for the Wealthy, ppi 9 ff),s The report of your
part, in the decision notkii fitment makesyou appear to be a man of little integrity.
If you can explain how n man with resneet for the law"of the land, as passed by
Congress and validated by the President's signature, can countenaner suehaetion,
or Welt of it, I would apprecInte hearing it,

.107.
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The whole action smells of rot at the core of our government and nukes me

wonder whether the long-haired kids who talk of getting rid of it may not havesome validity to their thinking.
. .,Yours with dwindling respect,

Mrs. STEPUEN L. STovca.

iL(Excerpts from bearings before the Sabot !Smitten on Irri Mon and' ReelamatiOn.85th Cong.. 20 sess.. on S. 1425. 8.2341. and S. 3148. Apr JO and May 1, 19381
. ,

STATEMENT or HARRY Ny. MORTON, CutEr COUNSEL, IMPERIAL
IRRIGATION DISTRICT, CALIFORNIA

Mr. 11(OCTON. Chairman Anderson and members of the committee, I amimposing upon you because I have a plane reservation to leave this afternoon,and I have to go back to California.
My name is Harry W. Horton. I am an attorney engaged in the general

.

practice of law in California. I have been chief counsel of the ImperialIrrigation District since April 4034. I am, a member of the legal 'staff of the
Irrigation Districts Associatifn of California. I happen to be one of .the coun-sel in the Ivange case that was just mentioned. I happen to be one of thecounsel in the case of Arizona versus California, nbw pending, for which
I have to return to California for the resumption °Meal.My legal work for the last, 15 years has been almost entirely in connection
with water matters and reclamation law.

If I may beg your indulgence to refer to page 13 of .the memorandumdated April 25, 1058, which refers to an,opinion of the" Solicitor that makesreference to the Boulder Canyon. Project Act. I would' not have been herehad At not been for the fact that I found that iii circulation and my onlyrequelA in that regard is this: I hope that in any report made by this com-mittee nick will be no presumptions' indulged in in favor of Mr. Harper'sopinion.
.Senator ANDERSON. I did not care anything about *Mr. Harper. :What' Iam trying to get you to comment on Is this, Section 40 of this Omnibus .Adjustment Act of 1040.

."No water shall be delivered upon the completion of any new project or newdivision of a project until a contract or contracts.
of

by the Secretary. , .of Interior"
. .and so forth

"shall have been entered into. Such contract or eontraets" - .I have skipped a great many words
."shall further provide that ad;' irrigated land held in private ownership byany one owner in execs!: of 16d irrigable aer shall be appraised in a mannerto be prescribed by the' Secretary of Intetior and the sale prices thereof fixedby the .Seeretary on the basis of'its actual bona fide value of the' date ofAappraisal without refefenee to the propoSed construction of irrigation wo'rkiiand no such excess land so held shall receive water from any project or'division if the owners thereof shall refuse to execute a valid rorordrible eon.tract for the Cale of such land under terms and conditionS satisfaetory to.the Secretary of Interior"

and ,so forth.
If it is decided that the 100aere limitation does not apply, then the Seere-'tary of the Interior can't put that in the contract. If In cannot put it inthe contract_ he cannot deliver any water. Had we not better kno'iv thatbefore we authorize any,,more projects?
Mr. MORTON. Senator Anderson, I would like to comment on that in this4. .way. I think I am fully familiar with that section 40 of the act of 1020.
SenatoF ANDERSON. I did not mean to infer that you were not. I want youto tell me41vhat the Secretary should do if the Supreme Court holds that

these 160-acre limitations are not valid, and he cannot sign a contract until'-'-''4--syQu put a 100=ae.re lithitation in it.
Sir. MORTON. In the first place, let me tell you what ,has been done, wheresuch a case has come about. In the State of Wyoming the Supreme Come ofWyoming had befofe it the /very question of soction 40 In a contract which.provided for the acreage limitation and the recordable contract that you(MVP made reference to. The Supreme Court of Wyoming in analyzing therequirements of that contract made the statement in substance that the

./



principles contained in-that of the enforced sale of the prOperty thai,a man
had worked and lived on and acquired and built up was contrary to the

a fundamental *principles of our Constitution' and our right to own, hold, and
acquire p4operty, and that any .such contract would not be enforceable, and
wild not be pernifssible 'under Wyoming law. Asii resiat of it, in the Owl

. 'Creek project, in 'pryoming, the contractiwhich the Government sought to
have theie made if keeping with section 46 of the act of 1926. was declared
to be ofie that would not be legal in the State of WYanling.'

' The 'result was that within a few months after that Congress passed an
,execytion of the Oivl Creek . project so far as the acreage limitatiOn.
eoncelned.. v -

I

Senator ANDERSON. Then it wpuid-be:yanlitiheory.
Hoivroft. Na, I do not say- titat,,is 'the onlk answer to it. I will give

you another.. In connection With thesp. same contracts in connection. with- the
Central Valleyarid heaven fOrlild' mY trying to argue of have a *lawsuit
decided or any influence based upon it .10! appearing before this committee,
that is not my purposeinvolved in the itanhoe. case is not only -the acreage
limitation, hut the question of water. rights: That is involved in any, case
where, existing water righti exist. That is, where there is a going project
as . has been referred td' by Mr. Bert.....mitli, Where the land is -thin a
developed project in those 'areas of a' water right, the court in Calfibrnia
held that you could no more litu4t,.the+ ude of Wirter within the State of

-'` California, regardless, of fte source, Whether it came through a Federal project'
or a pon-Federal project or whatever its source might be,.you mule, no more
limit that on the basis of the acreage than a man might own, because it
came from a Federal project, ,kha you could` from 'a bon-Federal. project,
ancrheld that the authorization by the California legislation --fa'r the delivery
of water in keeping- with the Federal statute was special legislation under
the -California lavi, and not general legislatiow-of Uniform* application as
required by section 11 of article I of the California Constitution. The Cali-
fornia Legislature had.,attempted to validate the. Ivanhoe contract by specific
language. The California Supreme Court held that the court not, validate
it, because they could not pass a'n it'd which would permit discrimination,
between landowners in California on the basis of the acreage they owned. .

I may paraphrase it by saying any mars than you could say. the--man could
...Only own done automobile, piovided so much money or he could only use the
highiSys or could not use the highways if he had 2. automobiles instead of 1.

The answer to the eituationis twofold. One, what happened in Wyoming,
and the" other is the recognition by the Federal agencies of what Inks been
a Jong recognized proposition. In, 1911 the Attorney General of the 'United
States-issued an opinion to- the Department of the Interior to the effect that
where there was an existing water right the acreage liMitation was not appli-
cable and not ieqttired. In 1916, the Department of the Interior in its rules .

and regulations wrotOinto those rules and regulations that the acreage limita; .

,tion was not applicable where a water right already existed. That same ruling
eXists in title 43, section 627, I think, or approximately. that, .0* the Federal
Code of RegUlationa today having to do Wiph,-the regulation -0-the Department
of the Interior.

In 1934, in connection with the Boulder Canyon Project Act, the hen secre-
tary of the Interior issued a .ruling that yhe acreage 'limitation was not appli-
cable to Imperial Valley because the Imperial Valley had been a going concern
from 1902 up until that time, had their own water rights and that having
those water rights, the acreage limitation was not compulsory, and was not
required, and the act of 1926 was in existence at that time. That rifling was
followed by a validation proceeding hi California in 'which be issue was tried.
,,The Government representativewere ptesent The issue was known and the -'
trial, court specifically held that where a ,water right existed, the acreage
limitation had no application. t

iThat validation decree was entered p 1934 and -nobody ever. raised 'a ques-
tion on the ptoposition until the Department of justice raised it here about
3. weeks ago., '

I submit this for your committee's consideration7
Irrlidaition to these questions- that no uniform acreage limitation can be

applied, that it is workable in all areas, and it is workable under all circum-
stances, to the same eitegethe question of the application of the acreage limi-
tation at all in an area. where it is a going concern, where it Is fully developed,
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0wherr the men by the sweat o4 their brows have developed and bought andacquired the land and have it and have wqrlied itI am not now talking aboutlarge corporations. I am talking abOut, for insfance,, Mr. McCracken, in theIvanhot- case, owns -309 acres df lands which he has developed, and all but20 are planted in "grapes. Ile is a bachelor and because he is a bachelor he is .condemned to divfiletp his land and sell it. , . -Water was appropriated for that land under' State Law. The right- exists- and yet the Government conies in under circumstances of that kind and' saysthat Mr. McCracken mnst make a selection Of 'the land lie is going to keep..I want to make one further comment 'as long as we are tal g about section,46 of the act of 1962, because I hear repeated comments prom ople here to, theeffect that -the-aereage limitation, the limitation on the delive '-'13f water hasnothing to do with a man's ownership-of land. It does not afrec his Ownershipof land. It is merely a privilege of getting water.
Let me follow through on the provisions of section 46 and tht contracts'thereunder:
The first thing that happens to a man who is in the district, who is In the'district against his will, has objected to being brought in, becaube lie already ,has a water right, his land is fully developed, which is Mr. McCracken:8position, the first Wag that happens is that he gets a letter from the DePart-ment, of. Interior instructing him within 30 days to chose. the 1,60 acres thathe 14:going to Stay on and if he does not do it within 30 days- the board of direc-tors of his district will come it and tell him, "Mr. McGracten, this is the 4. ,place that you can live and farm and have water. The. rest of your, land is .(pet apart." If ,the bOard of directors does not follow through and do it, nei ;'4-Nthe Secretary of Interior or someqof his repr esentatives diakeS a selectiton, forMcQrackell.
Now, let us carry' it one'step further. The .construction of section 46 is thatif a man owns _It acres two diffeient irrigation districts, he has to decide. which irrigatioft is going tp stay in. If 'he owns 166/acres in an irrigationdistrict in Nebraska and 169 acres in, California, the result. is that the Secre-tary of Interior, if the directors refuse, .tells him whether he can live isCalifornia or whether he,can liye in Nebraska.
Senator ANDERSON. What was that again?
Mr. HORTON. If a man owns 160 acresI am taking the bachelor situation
Senator ANDERSON. No, you said it was a cak.
Mr. HORTON. I say if he owns 160 acres in an irrigation district in areclamation project in California, and if he owns 160 acres within reclama-tion district in the State Of Nebraskib.and lid,tefuses and the directors of hisdiStrict refuse to select for him the 160 acres,he ist.o..heep, then the end result0 is that the Se.cretary of Interior tells htm whether he calr figin California orNebraska.
Senator ANDERSON. This `is new to me. You are telling us seriously?
Mr. HORTON. I am telling you seriously. I am not guessing. -

. Senator ANDERSON, May I finish one sentence. This is three times you havechopped me oft.
.M.r. Houroi. All right.
Senator ANDERSON. Do you mean to say that the Secretaty of Interior hasruled that in 4 or 5 irrigation districts across the country a man is limited to160 'acres total?

Mr. HORTON. That is right. 8'.

Senator ANDERSON. When did he .5o that?
Mr. HORTON. It is the SoliCitor's opinion. I don't have it with me, but I canmake it a part of the record.
Senator ANDERSON. Will you supply it for the record?Mr. HORTON. I certainly will.
Senator ANDERSON. I will be happy to see it, because as far as I know, theyhave taken exactly the opposite position. I may be wrong.
Mr. HowroN. They have issued opinions to 'the contrary that it means a totalof 160 acres in all the irrigation projects within the reclamation project of OrbDrilled States.
Senator ANDERSON. I want a compliance. I am happy to know that.
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Mr. HORTON, I think this,. Senator Anderson. There 'is more Consideration
than 'the mere matter of the flexibility of the acreage limitation with respect
to the family size farm in -)C area as againstY -area.
."' SerAtoi-AlkinEssoiC, Let us get 'to one area where we do know something
about this problem. This is' the San "Luis project. The Southern Pacific owns
over 100,000 acres, in the San Luis- District. Is it your statement-that-whether
We write a 160-acre. limittttion in,the bill it is under these rulings invalid?

Mr. HoRToN. No; the act is riot invalid.
Senator ..NEIRRSON. The limitation is invalid.
Mr. Hogrox..If there is an irrion, district . formed to, serve that area,

then that ,irrigatiort under Californiaf law cannot enter into that contract.
That does not pteVent the Federal Government from making some contract
with the Southern Pacific to furnish Inter to qua land with the acreage

'' limitation in it.
Senator ANDERSON. In It?
Mr. Hogroo. That is right' The only holdint of the California court is that

a public agency of the State of adigprnia cannot discriminate among its eiti-
zens on the basis of how much land th,ey. own.

Senator Animism Having disposed .ef what he can do with the 160-acre
limitation in it,"can he make a contact with the Southern Pacific, Without the
160-acre limitation in it oh the 100,000 acres of land?

Mr. HORTON., I don't know whether that area has a water right. It :they do
have a water right; then,under the regulations that exist in title 43 of the
Federal Code of Regulations, they could make such a contract with them.

Senator.Ammasou. Southern Pacific has stated, I believeI am not trying to
quote thine because they are well able to speak for themselves by high priced.
spokesmenthat they do not intend, to divide their land.

Mr. LINEWEAVER. They have modified their position somewhat in the final.
Senator ANDERSON. I cannot keep track of it.
Mr. LINEWEAVER. J would say, Mr. Chairman, that the last letter we had from

them was that they are still resisting coining in under. the reclamationlaw, but
said they did not desire to sell or enter into a recordable contract. They have
not agreed to it.

Mr. Homo. I don't know anything about the. southern Pacific's holdings. I
am 'somewhat familiar With the San Luis project.

Senator ANDEssott. Jack. O'Neill's holdings. Suppose he ,decides he does not
want to sell.? .

Mr. 'HORTON. Apparently Jack does.
Senator ANDERSON. He Might change his mind. The Southern Pacific changed

its mind.
Mr. HORTON. He may. Let us lay the cards on the table with respect to Jack

O'Neill. I will give you my own opinion of Jack O'Neill's willingness. to sign
the 160-acre limitation. He thinks if be gets water for 1Q years on there with-
out having to sell it., he can make enough money out of it so he can afford to
sell the land at any old price. That is my own opinion of Jack .04Neill's willing-
ness to back the San Luis project and accept the acreage limitation. You will
have to ask him if that is his real reason, but that is my candid opinion for it.

Senator ANDERSON. Do you have any other comments to make?
Mr. Homo. I have this additional comment. -I do- want to comment on the

statement made, by the gentleman who spoke just before Mr. Bert Smith, and
that is this question of the cost of farm machinery and its relation to acreage
limitation. In the Imperial Valley we have a sail condition where we have to
do what we call subsoil interchiseling.. We break the ground up to 24 to 28
inthes deep.

Senator ANDERSON. I want you to know that chiseling is not unheard of in
Washington.q

Mr. HORTON. This is a littl2 different kind of chiseling. It takes an RD-8 to
pull one of those chisels. Tlt costs about $26,000 now. Can you imagine any-
body with 160 acres or 320 acres having a tractor that he used only,part of the
time having to invest $26,000 in the Caterpillar tractor, and then buy the rest
of his equipment that is necessary to go with it for heavy farming? You can't
do that.

I want to Make one more statement. I want to plead fOr the fellow who has
gone out on the raw larid and has developed against storm 'and weather and
heat and everything else, and has acquired_ himself more than 160 or more than
320, and who 'has a water right,. and then bqcause against his will his land is
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included in a prOjeCt he isqapped with a stigma, if it be such, .of being a largelaridowner becabse he may own 60 acres or 100 or 200 acres more than the 160
or 320, and then be compellesl to sell his land.

I-would like to leave this terth-Itthg thought with you. , I. think,Congress corn-. pletely overstepped its bounds in .section -46 of the net of 1026, and I think oneof the best things that Congress might do, if you don't mind a cow countrybey's suggestion, is to repeal section 46 pf the act of 1926, and put something
workable in it because that act that forces a man who has a 'piece of propertyto be confronted with a letter to make his selection .1h 30, days as to which por-tion of his ranch he is going to stay on will lead to the ultimate doom of recla-
mation laiirs before the courts of this country.

California and Wyoming are the flr t two courts. In New- Mexico, your ownState court went along with the pr osition that the acreage limitation waslegal in New Mexico.
Senator ANDERSON. I am glad to ave you say that, bec se from Mr: Don-glas' testimony this morning, I was n t sure.
Mr. HORTON. I do odiously plead for the man who h s ;developed his landand has a water right,"Ifnd then is tapped with this idea. that,he is an excesslandowner because he has a few acres over and above it. If he has gone ahead

and developed it, isn't the philosophy of the family-sized farm tind the acreagelimitation so sacred that it completely offsets a man's right to work, tp live,and to acquire property. I don't think it was ever designed, for that. I tgink itjust goes too far and these laws are antiquated 'and need a complete overhaul-ing. I think they should leave out of these acreage limitations these areas thatalready have their water rights:
Senator ANDERSON. Thanit'yon.

I

DEPARTMENT OF THE INTERIOR,
....OFFICE OF THE SOLICITOR,

Washington, D.C., March 31, 1970.To : Regional Solicitor, Sa,cramento.
From : Associate Solicitor, Reclamittiat and Power .

Subject: Eligibility' of land under recordable contract Nos. 175r---4661 and14-4-200-2485PerelliSlinetti Corp. to 26 Perelli-Minetti corporations,:,.southern San JoaQuin municipal utility district. (Memorandum of May 22,`1969. from Mr. Dallier. assistant regional soliNtor, Sacramento,region.)
By the subject memorandum the Assistant Regional Soliciti% requested theadvice of this office (in, the question of whether the transfer ?If excess landsoriginally owned by A. Perelli-Minetti & Sons, Die., a family corporation, is a dis-position-of ownership which meets the reqUirements of reclamation law and therecordable contract covering such lands.
According to the information furnished this office the Perelli-Minetti Corp.in early January 1965 broke nlr its ownership of some 1,909 acres Qf landwithin the Southern an Joaquin Municipal Utility District which were excessand under'recordable contract, The corporation transferred all its land and otherassets in 26 undivided interests to IA newly formed, corporations'as a capitalcontribution for all of the stock of each of the 26 new corporations. Each-of the06 shareholders of the parent corporation was then given all ,of the stock of onethe 26 corporations and the parent company was dissolved. The 26 new corpora-tions have contracted with an unincorporated business entity ;caned A. Perelli-Mintti Sons to manage the farm operation. Our review of this excess landodiS-- - and of the applicable law, previous decisions of the Solicitor's office andadministrative interpretations leads in to the conclusion that, in the absence ofconditions in the transaction which effectively bar the exercise of the elementsof beneficial ownership by the new corporations (no such conditions are disclosedin the material submitted to this office), it meets the transfer requirements, ofthe recordable contracts. Accordingly, the lands in their preSent ownerships areeligible for the clearances necessary to entitle them to receive project water.i'nder the juristic concept of the corporate entity it is now generally acceptedthat, a corporation may be recognized as a private owner in law under bothSection 5 of the Reclamation Act ot 1902 and under Section 46 of the Omnibus,Adjustment Alt -of 1926. As residential operation of project lands in tracts notexceeding 160acres as a prerequisite to the right to obtajn project water has
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lone been discarded, the important element of compl nce*With the eXeeps and
previsions is "ownership," with 'its concomitant mg t of title,' dominion and ,
control. In opinion M.-3672p, April 22, 1968, the then( olieitor propeanded three /

rules by which, multiuple ownerships using the corporte device are to be tested..;.
These rules, te first two of which, at least, are cons dered to be realistic and
PiePer legal tests to apply-to family or other close helidi4orporatimis, are: . .

1. N moreo corporation may own mo than 160 acres in a le reclamation project
as eligible land for project water. N

2. The Corporate form may be disregarded to deterMine whether anY Ateekt
holder, as a beneficial owner of a pro rata share of thiteorforate land holding,
owns land in excess of 160 acres.

. ,,.

3. the corporation must not have been created foe:lie :Primary purpose of
t.

avoiding application of the excess la d laws. .. . r
The transfer by A. Perelli-Minet & Sens, Inc., of an divided interest of

acres or less to each of the 26 he ly formed corpo HMIs,- the sole /
of each of which was a former st older in the original corporation, mee the /,'
requirements of rules one and two. No one of the 20 neW corPoratiOns owns an ,`

,..' interest in more than the. 160 acres permitted by law. As, each corporatioffi. is an /-,

entity owned by asingle stockholder, no one of whom le shown to on% dther ii.
project lands or interests therein or stock in any of the other corpOrations,
.the requirements. of the second rule have, likewise been .fulfilled. The fact Ourt
?each of the new corporations has identical officers and boards of directors atthis
time is unimportant as the legal ovinrship and the right to exercise' dominion
over and to control' the destilliy of each corporation is vested in the stockhOlder of
that corporation. The idenlity of officers and directors goes to the question: of
operation and management and not to ownership. The stockholder is empowered
to dictate policy to the officers and directors who are hiti agents ; he msly'relleve
them of their duties if they do not comply with his diredtions. He may exercise
theSe powers only a Tittle or not at al), but it is the posseSsion of the powei8, not
the manner in-which they areexereised that. governs here. , .' .

Some doubt has been expressed infonnallyos to whethe the transfers meet the
requirement of the third rule. The doubt is occasioned b, the fact that the total ,,

acreage continues to be ()berated as a unit under essentially , the same manage- .
ment and guidance and in the same manner as it was under the former corporation

. which is now dissolved and by the fact. that the transfer may be treated by the
Internal Revenue, Service as a tax-free corporate reorganization under Section .;.".

36S of the Internal Revenue Code. The possibility:of fraud supplies the reason
for the third rule. If the requirements of the first. and second rules are met-

' and fraud is absent. the purposes of; the acreage limitation provisions in restrict-
ing water deliveries to 160 acres in a single ownership would seem to have beet
folly satisfied.

The Department has been indifferent to the size of the functional, operational ,.:.
fanning enterprise, except where initially establishing farm units on reclamation' '-
projects on public land. It has als/roved multiple ownerships knowing thaf
prior unitary fanning operation would not life changed (Sun Valley Ranches, Dec.
3, 1965)..MAllagement contracts were acceptable for the DiGiorgio, Sale units.
Large Scaleleasing operations wherein the right of control of the owner-lessor d

largely is passed to the lessee, are not questioned. Apart from land speculation-
vonsiderations, the excess land laws are more concerned with legal relationships
than with/ economic consequences. The transfers in this case represent distiibu-
tions to children.. and/or other individuals who were each stockholders in the
original corporation and whose entitlement to hold an undivided interest in their
individual capacity is beyond question. That the individual chose to convert him-
self into a corporate entity in order to obtain favorable tax treatment does not
convert an otherwise acceptable transaction into one reptignanlo the acreage
limitation provisions.

.
The objections which have been lereled at this case in an effort to defeat the

attempt to comply with the disposition requirements of the recordable contract
seem to have disregarded the fundamental statutory: and legal tests of "owner-
ship" 10 favor of economic or social emisiderations.'These objections must fall
where the requirement of legal ownership and its incidents are met and no fraud-
ulent Purpose is shown. 4/ . At

The views expresSed herein are limited to cases involving family and close
held corporations. We agree with the observation in opinion M-36729 that the
second rule cannot bepractically applied to publicly owned corporations. In dis-
regarding. the corporate form it is not practicable to pierce through to the "WU-

.
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bide owners." Each Proposed. distribtrtio llaing the corporlde form must heexamined legally and rettlistically to incur the limitation of benefits to one ownerNcl 160 irrigable acres as required by state .

. X. LANE MORTHLAND,duo ate Solicitor, Reclamation and Power.-Copy to: Deputy Solicitor
Assistant Commissioner of It lamation Gil StammRegional Director, Reclamation, SacramentaN-Regional Solicitor, Denver
Regional Solicitor Los Mfg es
Regional Solicitor, Salt La e City

. ,,,--RegionaltSolicitor, Portia d
Regional Solicitor, Tulsa
FieldrSolicitor, Boise
Field Solicitor, Eithra

[Sxcepts from hearings before Subcommittee of Senate Commerce Committee.78 Cong., 2i1 sees., oa H.R. 3961, May1944] .

STATEMENT olr NORTHCOTT Bra; ATTORNEY FOR STATE or OALTFORNIA.
WATER PROJECT AUTHORITY

Senator Ovsarox. Mr. Northcott Ely, you are attorney for the State of Cali-.. fornia Water Project Association? ''Mr. ELY. I am attorney, Senator, for the State of California Water ProjectAuthority.
. 5Senator OVERTON. Authority.

Mr. ELY. Which is a branch of the State government.
. In 1933 the State of California Legislature enacted the Central Valley 'ProjectAct, which was voted upon in referendum and sustained. This established thewater' project authorily as a board of five, Members (comprising the director ofpublic works at; chairman ex officio, the attorney general, the State comptroller,the State treasurer, and the director of finance.

The authority had power under the statute to issue revenue bonds in the amount.,,of $170,000,000 and to construct the Central Valley project, This project had been,developed by the State division of ter resources, through Investigation and
Hop of the "State-wide water plan, ' of which the Central alley project was a

reports and planti built-up °veva d de or more,'which rerted in the prepare-
majorleature.

The' authorit' in 1035 presented to thePublic Works Administration an emit-cation on for financing to construct the Central Valley features of the State-wide'water plan, through the sale of the revenue bonds of the authority. Instead, how-ever, at that time the President made an allocation of public works tends for thecommencement Of construction, but made the allocation to the Bureau of Reclama-tion, and work was undertaken at that time by the Reclamation Bureau. In 1937the project, as has been indicated here, was,directly ."reauthorized" by Congressin the river and harbor act of-that year. . .Senator Ovramt. Let me Interrupe'you at thrill, point. We shall be back In a fewminutes. ,
.

(Thereupon, there was e brief informalrecess, at the conclusion of which theproceedings were resumed, as follows :) *Senator Ovarrort. We shall come to order. Mr. Ely, you may proceed.Mr. Br.r. Yes, sir.
The provision in the River and Harbor Act of 1937 which reauthorized thisprojeZ theretofore authorized Amply by Presidential allocation under theEmergency Relief Act, did not expressly provide that the project should be sub-ject to the eVeessland provisions of the reclamation law ; and for some time after1937 an opinion was held in some quarters that since, the project was for mui.tiple purposes, including supplemental water for irrigation rather than for newpublic land developments, it would not he subject to the excess-land-provisionof the reclamation law. . ,
Senator OVERTON. You say the act of- -was that the River and harbor Act of2937?
Mr. Bur. Rivers and Harbors Act of 1937.
Senator ()Nu N.. And made no reference to the reclamation law?
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Mr. ELi. Not the bicese:land provision. It provided th t the project should
be constructed In accordance with the, reclamation a I recall. But in tiny ,

eventz---
Senator Ovaarozc. Well, the reclynation law contabied t excese land, doffs it

not? ,
Mr. ELY. Yes. ,
Senator OVERTON. am asking for information.
Mr. Er.y. Yes'; It does; the ;eclamation law.
Senator. OVERTON. SO that if it was subject to the ree ation, it would be

subject to the excess land.
Mr. ELT. Well, I think the eorrecl legal, opinten is exactly, what you hlive

expressed. r
Senator Ovarrorr. Yea.
Mr. ELY. That 'the project IS subject to the excess-land provision of the rec-

lama.tionAa.ws, although, as I say, for some time there was a divided legal
opinion on that point, which I shall not go into for the moment.

. Senator OVERTON. Let me:tisk you now, before you get on: You start out by
saying that California, was getting ready, the State itself

Mr. ELY. Yee.
Senator Ovrarron. To appropriate, I think it was, $135,000,000.
Mr. ELY. $101,000,000 was the estimated cost; the authorized bscl'itteue was

ena
$170,000,000.

Senator OVERTON. One hundred and sixty-five mIllfon, that project sDid it ever
expend any money on it?

Mr. ELY. No. Instead of the P. 'W. A. buying those revenue bonds, the alloca-
tion wad made to the Reclamation Bureau to construct theproject, instead.

-The State law under which this authority is created,my client in this matter,
does'not Contain any excess-land provision itself. The problem we are confronted
with arises under the Federal reclamation law, not under any State statute.

Senator OVERTON. Well, California has no financial outlay in the project?
Mr. ELY. There is expenditure of State, funds except in the Inveatigstion and

engineering Work that preceded it, amounting to the general order of a million
dollars.

Senator Ovnaros.'res.
Mr. ELY. However,' the project must `be paid for, and that is the point I am

coming to.
Senator Ovraros. All right.
Mr.* ELY. The project's cast will be recovered by the United States in part

from the receipt of power revenues from power plants tfiat were deseribed. this
morning, anti in pert by tie payment by farmers. for water or water service. In
part, presumably, the cost Of the project will be charged to navigation and flood-
eontrol benefits, and those elements will not be repayable. The Reclamation
Bureau has not as yet found it possible to make or publish an allocation of
these various coats. That is, it is not yet known what part of the total project
.cost, which is now estimated to be upward of"300)millions instead of 104 millions
that the State. contemplated, shall be reebrvered out of power revenueS, how* much
shall be written off against floodcontrol and amoebae(' benefits and howaluch
mutt be, recovered in water charges. But in any event that part of the cost of
the project which is to be recovered out of water charges, the State authority
feels very strongly, must have as wide and strong a foundation as possible :,that
is, the fnaximum acreage to be benefited by the project should contribute for
and pay toward the accomplishment of that beeefit,

In amplification of that I may say that thelirea,whieh will be mervedbyrgrav-
ity water, from the Central Valley project, is receiving that water as a supple
mental water supply primarilysupplemental in this sense; for years this area
has been irrigated by pumping as well as by the diversion of gravity supplies corn-
lug down throu4h some of the streams, furnished, by the. Colorado-Big Thompson.
project. The same tendency toward subdivision will probably occur with respect
to those larger farms heldy individuals,

On those lands in this project which are already settled and irrigated there
is, therefore, no practical need for Establishing the size of farm units and pro-
tecting settlers against the dangers of land speculation. The prgpotted legislative
exemption will save the Government, the conservancy district, and the supple-
mental water users considerable legal and administrative expenke,

You may wish to have the whole report included in your record. I shall not
take your, time:.
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SehatorOvnaros. I dO not think that Will benecessary.
M. ELY. As to tile Central Valley project, one elided complication is- the

fact that the pumping by .the landowners generally IF by means of electricity
which is purchas,ed from various sources but primarily, from the lines of
Pacific Gas & Electric Corporation. The Central Valley project itself will develop
very largd 'quantities of power, and the plan contemplated by the State andthat being carried out by the Reclamation Bureau calls for the realization of
the widest possible.benefit from that power, both its financial contribution to 4the cost of the project and its general utilization at as low cost as is economic.
The very interesting questions arises whether the Government, if it refuses'
to serve water to landholdings in excess of 160 acres, shall refuse to serve
power to pump the water to serve the excess lands.

Senator OVERT0N. If the Government refuses to give these large landowners
power, will they still be able to get power from private sources, or will the
Government-owned lines drive out privately owned lines?

Mr. ELY. Presumall.v.--the farmer who might be denied powery-LI am not saying
the Government wourd refuse pAter. It is an interesting question. -.

Senator OvERTO.N. Well, I am assuming it does:
Mr. ELY: But if he were refused power from the Government lines, he pre-

sumably would buy from the Pacific Gas & Electric Co. and thereby to that
extent, perhaps a small extent, defeat one of the purposes of the'project, which

Ais to get a wide market for project power.
.

SenatOr OvERTON It could not occur, could it, that the operation of power
lines by the Govermnent would drive the private utility lines out of that area?

Mr. ELY. That is a problem that I cannot foretell the answer to.
In summarizing: There has been no application of the excess land provision

in prqj6cts involving supplemental water supplies as distinguished 'from projects
involving development of raw -12(nd, Federal land, that has been called to attentionhere, and I know of no successful answer that has been found to that problem.If no action were taken at all as to Central Valley, I imagine that the course
would be exactly as it has been on the Salt River/ roject and in Imperial Valley :that the la* would remain on the books, the 1 ohibition , of delivery of water
to holdings in excess of 160 acres, and that some ow the lands now under culti-
vation would continue to be cultivated. In those projects the holdings in excess
of 160 acres have not been prevented from coaling into the districts. If theywere prevented here, the loss through nonparticipation would fall upon thosewho do participate. If they were permitted to come into the dlatricts, the lawP would simply have to be ignored, as it has been Ignored on these other supple-,' mental water projects.

To us it appears that the law as it stands is not properly applicable and was
really never intended to be applicable to ,this type of project, and' that thereyisno particular virtue in leaving on the books as a threat and indeterminate
sort of mortgage or lien this inapplicable provision, floating over the heads of
all the landowtjers in the project. We think it is just as reasonablemore so
to repeal the 160acre provision ; and if general legislation is then worked out
to acquire these large holdings and reF,elbothem to veterans, well and good, butit need not be done under the pressure of the 160aere limitation. It is not a
fair timitathm, as the authority's resolutibn points out, as applied to this project.

Senator' OvEstoN. I think there is a great deal In what you say, and I wantto congratulate you on your very intelligent presentation of this question. It
seems to me, however, whatever we may do here, ,whether we'retain the Elliott
amendment or whether we eliminate it, that future legislation will be reqUired,
because if we retain the Elliott amendment there will have to be some modifiea-*
tion of it, I would think ;,and if we exclude the Elliott amendment then therewill still have to he some legislation, because the situation in that valley is
different; as you have pointed out, from the ordinary run of reclamation projects,
and for the reasons that you have given.

We thank you very much indeed.
Mr. ELY. Thank you, Mr. Chairman. I desire to include in the record at this 6 'point (1) a statement by Executive Officer Edward .Myatt, (2) a summary pre-

pared by the authority's staff, and (3.) a resolution of the Joint Committee onWater Problems of the California Legislature.
Senator OvERTON. Any questions? (No response.)
Now, I think that Is all the witnesses that are now available to the proponents.

and We shall meet tomorrow morning at 1q:30. We stand recessed, until then.
(They following was presented for the reeor0 :)

.
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THE FEDERAL- RECLAMATION AOT OF 1002

Mr. IlAsins. Mr, President, I would like to call to lite attention of Senators n
recent federal court ruling of historic significance to this Nation. The ruling
last week by. Judge Murray, hi the United States District Court for the
Southern District of California, upheld a statutory requirement of the Fed-
eral Reclamation Act of 1902 which has never been/enforced. The requirement
states that absentee landowners are ttot entitiedl-ricceive federally irrigated
water. The purpose of the RManiat.ten Act of 1902which also includes a pro-

* vision limiting federally irrigated landholdings of NO acres, or 320 acres in the
case of man and wifeWas to assure that the benefits of federal irrigatlen proj-
ects, paid for-by the taxpayer, would accrue to economically viable homesteaders
rather than land speculators or monopolists.

Unfortunately, because of corporate evasion and Government nonenforcement
of/this law, millions of acres of the richest agrieultural land in this country
orb now held illegally by largt landowners in they West.' The effect of Judge
Murray's decision if upheld, would- be to break up the holdings of the large
corporations which comprise almost two-thirds of the irrigational farmland
An talifornia's Imperial Valley. The Imperial Willey, with half a million
cres of crops worth $250 million a year, is now the home of such corporate

giants--with holdings of up to 12,000 acres--as United Flint, Dow Cliemical,
Purex, Tepneco, and the Irvine Land Co.

. Mr. President, it is.lotig past' the time to end the billion dollar water subsidies
these giant corporations are receiving in 'violation of the law and at the expense
of the independent fanner who is getting squefzed off the land. judge Murray's
decision is a welcome one for those of us who stand against the monopoly of our
land and water by a few giant corporations and who stand for the rights of
America's independent family formerd.

p1r: President, judge Murray's decision probablywill be appealed. We must
theiefore ask. Will.this administration stand on the side of the large corporate
interests or for the small homesteader? The administration's past record on this
subject leaves me with little reason to believe the Small farmer will receive ade-
quate support. Already the Nixon administration and the Justice Department
have decided not to appeal an earlier court decision involving the Federal Rec-
lamation Act which favored the large landowners, In that decision, judge
froward Turrentine, n Nixon appointee, ruled that the 190-aere provisions of the
1002 law do not apply to the Imperial Valley area in California.

Mr. President, the Justice Department never explained publicly why it failed
to appeal Judge irurrentine's decision. Mr. Peter Barnes, the west coast editor
of the New Republic magazine, wrote an extremely interesting article' on this
subject in which he mentions the Justice Department's inaction, A concerned
reader of the New Republic, Mrs. Stephen Stover, wrote Solicitor General'
Griswold to find out why there has been no appeal. The Solicitor General's re-
sponse to Mrs. Stover is very revealing.

Ms letter states, for the first time to my knowledge, the reasons for the
Government's inaction, which meant, in effect, a decision that the Government',
and small farmers, "should not win" the case. Mr. President, I ask unnninious
consent to have inserted in the RECORD at the conclusion of my remarks a copy
of Mr. Barnes' article in the New Republic. entitled "Water, Water for the
Wealthy," a eoPy of the Justice Department's press release coneerning its de-
cision not to appeal the decision, and a copy of the Sblieitor General's explana,
Hon to Mrs: Stover of the Department's decision. I also have. to be printed
in the REconn, a copy of a letter to the Solicitor General from Prof. Joseph L,
Sax of the University of Mielligan Law School in which he challenges the Solicitor
General's explanation of the Jusitce Departinent's decision. ProVissor Sax is
perhaps the Nation's leading expert on water law.

Mr. President, it is inconceivable to me that this "law and order" administra.-
tion would fail to enforce the 1902 reclamation law, and then fail to appeal a Fed-
eral eourt decision on the law when that decision favored large corporate land-
owners. Yet that is what has happened, Mr. President. And now we are faced with
thenlistinct possibility that, unless the Congress speaks out clearly in support of
America's family farmers, this administration will .appeal a related ease which
rules against the large landowners. It is no wander -that small farmers are dis-
satisfied with the Nixon administration; it is apparent that their sympathies lie
with the corporate giants that are driving small, farmers off the land.

1.1.7
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Mr. President, 'Introduced, with Senators Bayh, Cranstoni and Hart, a bill
!which would. enforce the congressional intent respectingthe Federal Reclamw.
tion Act of1902. Now more than ever I think a bill such as this is needed. I ask
unanimous consent to have'it printed In the Record again with a copy of my re-
marks when I introduqed it. I urge Senators to give it their careful conshkeration,and I Invite their cosponsorship.

I also ask unanivious consent to have printed in the Record a copy of Judge Mur-
ray's decision upholding the residency requirement of the 1902 law.

There being no objection, the items were ordered to be printed in the Record, tofollows:
From the New Republic magazine. Islay 3. lin]

ti IVATRII, WATER roil THE WEALTHY

Not far to the east of the summer 'Mire House at San Clemeate lies one of t
most miraculous deserts in America, 'California's Imperial Valley, It's lar,
(about 1% times the size of Rhode Island), hot temperatures of 120 are not u

.common in midsummer), dry (total annual rainfall Is barely three inches) and
tljtt. It is also one of the richest agricultural areas in-the world, producing.$2fi0
million adrually of cotton,- sugar beets, lettuce, alfalfa and Other crops. What
makest.Imberial Valley rich is water from the Coloradoflver, water broughtthrough a network of dams and canals built by the federal government in the
1930s and '40s. Thanks to the imported water, what wlis once barren is now a
grower's paradise, producing two or three crops a year.

This speetaculat redefinition sot hesert Wastelands would be an unblemished
tribute to American, enterprise were it not for an important fact: the beneficiaries
are n small group of wealthy growers who hold most of their land illegally. Bask
In 1902, when Congress passed the Reclamation Act, it sought to assure that the
benefits of federal: irrigation projects would accrue to small homesteaders, not t

- landowners could receive federal water only for farms of 160aeres or less, and
land speculattirsr

eithe

holders of vast estates. The law stated unequivocally thaX

that in order til 1rebeive this water they had to live on, or very near, their land:
In 1926 Congress strengthemId the 1902 Act by providing that landholders owning

,ire than 160:acres had to sell their excess land, at preirrigation prices, before
they could receive federal water.

The railroads, land speculators and big ranchers have always opposed the Rec.
Jan:talon Aet's anti-monopoly provisions, have never been able to persuade Om-
4gress to repeal them, and they've .successfully got around Ahem. Techniques of
vasion have varied from region to region. Imperial Valley growers did it bypersuading Herbert Hoover's Secretary of the Interior, Ray Lyman Wilbur, to
sign a letter in .1933.-days before the Roosevelt administration took overex-
pressing his opinion that the Imperial Valley was exempt from the 160.aere lim-
itation. 11411bur's last-minute ruling was elicited by one of his aides through a
typical special - interest ploy : the aide, who shortly thereafter became a paid con-sultant to Imperial Valley landowners, convinced Wilbur to sign the latter with-
out consulting the Interior Department's chief legal officer, who believed en-forcing the 160nerc
Wilbur's letter was merely an informed opinion, but it achieved the desired effect.

Ilsing the letter as its rationale, the Imperial 'Irrigation District (which distrib-
utes water and electric power In the Valley) for three decades bestowed its
briunty upon- the owners of all sizes and shapes, never forcing any one to. sell
his excess holdings. Today more than half the Irrigated acreage in the Imperial
Valley is held by owners-of more than 500 acres and two-thirds of it by absentees.
Some of the holdings are as large as 10.000 acres, several belong to such agri-
business giants as Purex, "United Fruit and the Irvene Land Company.

This concentration of rich, federally irrigated lands in the hands of a rela-
tively few large landowners not only files in the face of congressional enact-
ments, It opens their landowners' bank accounts lig vast unearned windfalls,all courtesy of the federal government and the taxpayer. The amount of
subsidies that accrue to the Valley.-landowners is dazzling; First is the water
subsidy, Hoover Dam, completed in 1935, and $475 million; the MI-American
Canal, which carries water from the Colorado to the Valley cost $30 million.
Unit of this mammoth investment comes out of the general revenues; the
remainder is almost entirely paid by electric power conlanlier8 In Los Angeles
and other southern California cities.

a
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Second is the labor subsidy. Between 1963 and 1964, millions of bracers" toil
in the Imperial :Valley at wages lower,than any others paid in America. Today
tliOusandw of Mexicans stream across the barrier each morning with blue or
pink permit cards, compliments, of the U.S. Labor Department. Their presence
iftedes the efforts to unionize farm.workers ttnd keep field wages below two
dollars an hour.

Then there's the agricultural subsidy,. The same federal government that
spends millions to make the Imperial Valiey arable pays millions to landowners
not to grow erops. Thus, 500 large growers receive $11 million annually in farm
subsidies, while 10,01,0 landless residents of the Valley must eke out an existence
on wiilfare payments totaling less thiin $3 million.

By far the largest windfall is in the form of4rInd appreciation. Irrigated land
in the Imperial Valley is worth, conservatively $700 an acre more than the same
land would be worth without water. A. landowner with 2,000 acres thus gets a
$1.4-million bonanza from the federal government, merely because his land is in
the right place. The land appreciation in the Imperial Valley attributable to the
taxpayers' munificence exceeds a quarter of a billion dollars.

In short, Its quite a bubble : landowners in a once-desolate dust bowl reaping
millions at the public's expense on acreage they never shouldi have ?leen al-
lowed to hold in the first' place. But it has been If precarious. bubble, resting
on the thin edge of nonenforcement of the Reclamation Act, and for a few
brief years it appeared ,that the bubble might burst. In 1964 Interior Secre-
tary Stewart Udall declared that Wilbur's letter was a mistake, and that the
Interior, Department would enforce the 160-aere limitation in the Imperial
Valley. The large landowners were summoned. Political pressures were brought,
but to no avail at the time. So the Imperial Irrigation District stalled; it refused
to require growers td tell their.excess land. The Interior Department could have
eut of the district's spigot ; it chose instead to seek a' court order compel-
ling the district to apply the law. The case dragged on for years. Last Janhary
a Nixon-appointed federal district judge in San Diego ruled in favor of the
large landowners;. he upheld Wilbur's letter and rejected Udall's reversal. At
that point the issue became political : would the Nixon Administration appeal
the district judge's decision-,a decision involving a vital principle of agrarian
democracy, miliforis of the taxpayers' dollars. and the important qttstion of
whether executive department heads can blithely evade congressional' policy?
Or would the Administration, RH the large landowners urged, allow the lower
court decision to stand unchallenged? -

Politically the tandifwners now had some powerfully placed friends; Governor
Ronald Reagan, who. strongly opposes acreage limit enforcement ; Democratic
Senator John V. 'humpy, who supported the landoWners' interest when lie was
a congressman from the Imperial Valley and continues to do so as a senator ; Rep.
Victor Veysey, the Republican who succeeded Malley in t house; and not least
of all. Richard M. Nixon. who assured Imperial ValleMrowers in 1949 when
lie ran for the Senate against Helen Galiagan Douglas that lie would fight against
acreage limitation.

Arrayed against this constellation of power, the small farmers and landless
residents of the Imperial Valley not to mention the hardpressed federal tax-
payers= didn't have much of a chance. The California API, CIO, the National
Earrnern Union and a few other organizations urged appeal of the district court
decision( but these are not the voices Nixon listens to. When it became apparent
that the Administration would permit the lower court judgment to stand, 123
landless pemons in the Valley, mostly Mexican-American farmworkers, sought
to carry on the appeal themselves. The same judge who originally 'ruled in
favor of the landowners turned them down _on the grounds that because they
were too poor to own land, theytiliad n6 interest in The ease.

,that
the 60-day

period for filing au appeal expired.
Who in the Administration made the decision to preserve the Imperial Valley

bubble, and Why? Interior Department Solicitor Mitchell Melich says bin depart -
ment = -with the approval of Secretary Rogers M'ortonrecommended that no
appeal be taken because we agree with the Wilbur letter." Anyway, the Wilbur
letter had Been sanctified by 30 years of administrative practice; it was unfair
for 'Udall to change the ground .rules so late in the game, even if the ground
rules were illegal ( which Melleh insisted they were not). Over in the justice
Department, whiell apparently made the final decision not to appeal, oillelais have
been more evasive. Solicitor General Erwin Griswold took responsibility for the
decision, but refused to talk to the press about it. Other Justice Department law-

19
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yers involved in the case also refused to talk ; they referred all Inquiries tea
public information spokesman, who of course had nothing .to say.

The Administration's actionor rather conscious inaction means that sub-
Odized water, subsidized labor and subsidized crops in the Imperial Valley will
eentinue to be monopolized by a few wealthy landowners. Moreover, the market
valfie of theiriland will rise now that the 'threat of acreage limitation has been
lifted, and small farmers, who have a hard' enough time `keeping up with theleviathans, will be squeezed even more. Had the growers been required to
sell their land in excess of 160 acres at prewater Prices, the appreciation brought
about by.federal expenditures might have accrued to some of th less affluent res-
idents of the Valley, and to the public itself.

Nixon's inaction will also cause million-dollar ripples outside the ImperialValley. The Sala Diego decisiorispgnst the 160-acre limitation now stands as alegal precedeut ; growers and ators in other reclamation area's will use it
to protect what they're already accumulated and.to get their hands on larger hold-
ings of both land and water. The Irvine Land Company, for example, which holds' 10,000 acres hithe InweriaValley, owns 130 square miles in Orange County, an
area that also relies on imported Colorado river water. Enforcement of the 160 -
acre limitation or the residency requirement would instantly wipe out the specu-
lative gains of the Irvine Company, thR- Southern Pacific Railroad, Standard Oil
of California, Tenneco and dozens of other glantlandholders in the West. The
Justice Department says that its decision not to pursue the Imperial Valley appeal
has no bearing on these other vast holdings. Clearly, though, it does. It means that
none of these enormous land profiteers need worry as long as Richard,Nixon is inthe White House.

PETER BARNES.

DEPARTMENT OF JUSTICE

Solicitor General Erwin N. Griswold announced today that the Department ofJustice will not appeal a U.S. District Court decision holding that land limita-
tion provisions of reclamation law do not apply to privately owned lands in the
Imperial 'Valley irrigation district of southern California.

Judge Howard B. Turrentirie of San Diego issued th4 ruling on January 5, 1971,in the Justice Dearttnent's 1907 suit against the Imperial Irrigation District.
The deadline for appealing the decision to the ILK Court of Appeals for the

Ninth Circuit was tomorrOw. The Department of the Interior has recommendedagainst an appeal.
In making his determination, Solicitor General Griswold stressed that his de-

cision related only to the situation in tip Imperial Valley.
"The decision does not in any way affect the Government's position with respect

to reclamation projects in other areas where different facts are"involved," he said.
At the request of the Interior Department, the Justice Department,had filed thecivil suit seeking a declaratory judgment that the 160-sere limitation applied toprivate land holdings in the Imperial Irrigation District.

OFFICE OF TILE SOLICITOR GENERAL,
Wohington, D.C., June 1, 1971.

MTS. STEPHEN L. STOVERy
Manhattan, Kans. -

DEAR Mss. STOVER: Your letter of May 28 has reached me this morning. Until
it came, I had not seen the article in the New Republic. Yo uare the first one who.has brought it to my attention. I have now located a copy of the issue of the New .Republic for Maya, 191, and have read the.artiele with interest.

As so often happens in these matters, it is a one sided presentation of a rather
complicated situation. You would not know from the article, for example, that theproject for Ike irrigation of the Imperial Valley was started about 1900 and
was virtually completed by 1920, without any participation by the federal gov-ernment. It..was an expensive project, and it was natural that there were largeland holdings there.

When the Imperial Valley was devaloped, the water from the Colorado River
was brought in by a canal which ran for a number of miles through Mexico. Thisled to a number of problems. About 1930, in connection with the development ofBoulder Dam. a 'new All-American Canal was built. This was entirely in the

1
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United States, and was undoubteali an advantage for_the Valley. However, the
All-American Canal did ndt result in the declamation of a single acre of detsert
land. After the All-American Canal was completed, there was no more land in
cultivation in the Imperial V'alley than there had Dien n-for many years before.

It is true that there 39 a provisionin the reclamation laws which provides
that when land is reclaimed through a federal project, 14and holdings cannot

. exceed 160 acres. However, asi have indicated, no land was reelajmed by the
construction of the All-American Canal. It is, thus, a real question as to whether
the acreage limitation provisions of reclamation laws is applicable to the /m-

-perial Valley. .
I

This queStion -was considered and determined by the Secretary of the InI,
terior, Lyman Wilbur (previously President of Stanford University) in 1933,
now more than 33 years ago. That determination was acted on, and relied on,
for many years, and no question"was seriously raised about it until about 30
years after Secretary Wilbur's decision.

Recently, the Issue was sttbruitted to a coure, and the court decided that tilr
acreage limitation does not apply. to Imperial Valley. It then became ^Aver
responsibility to determine whether an appeal should` he 'taken froth that, 4e-
eision. I considered .the matter carefully_ and thoroughly, and over a consider-
able period of time. As a result of my consideration, I becaMe convinced that
(a) we should not with the case in court of appeals and (b) we should not
win it. Iii this situation; I came. to the conclusion that' it was my duty: as a h.-
sponsible officer of the government not 'to authorize an appeal.

In making that decision, I issued a statement saying that my determina-
tion was applicable to the Imperial Valley Only, as that was the quly place
that had this kind of a history. The statement by Peter Barnes in this article to
the contrary is entirely without foundation. As Mayo indicated my 4letermina- k u

tion with respect to the Imperial Valley (and S(cretary Wilbur's determination
38 years ago) was based on the fact that the Imperial Valley, was fully de-
veloped well before any federal money was spent to build the Air-tkmerican
Canal. The federal government did not reclaim any land in the Imperial Valley.
Tints, the determination will? respect to the Imperial Valley has no application
.0) other projects where there was only reclamation of land as a result of the

,, rproject. _

Very truly yours, ' Eitwrx N. Gruswor,t),
.... Solicitor .General.

,
. i ,^, >, SlaYrntnna 1, 1971.

Hon. Hawn; N. (busw'otla, 4' 4.',
'o'

Nolieit or General of the United States, Mkt. Departmentiof ,Itt eke,
ll'a3hingtmz, D.C.

I)nAti GENERAL Gurswom : Someone sent me a copy n a letter that went
out under your signature, dated ,Tune 1, 1971. to Mrs. S ephen L. Stoyel. of
Manhattan, Kansas. That letter inquired about the position ,of the Justice
Department in the excess land case involving the Imperial Valley in California.

As one who has written about the Reclamation Law, I was surprised to see
in your letter the following: .

". . . there is a provision in the reelamationclaws which provide that wheu
land is reclaimed through a federal project, land holdings cannot exceed 160
acres . . no land was reclaimed by the eonstruetion.of the All- American Canal."

Occasionally one recalls the warnings he received in law school, twang ti%
the'danger in paraphrasing statutory language. My recollection is that the ex-
cess land provision of the Reclamation Law, 43 U.S.C. Section 431, say(:

No right to the use of water for land in private.ownership shall be sold
foi a tract exceeding 160 acres- to any one land owner.

I recall no general provision in the law that limits the excess land law
to land "reclaimed through a federal project," and if you examine the legislative
history of the statute. you will recall that Representative Newland.% the
sponsor of the Art, took no such view. 36 Cong, Rec. 6734 (1002), Of course
a great many reclamation projects involve the ,supply of supplementary water
to Land already in cultivation. To the best of my knowledge it has never been
thought that this fact eXempted the project from the provision of the excess
land law.
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. I recognize that the Imperial Valley ease was a complex one and I think Mrs.Stover was entitled to a more intithate explanation.-'Very truly yours, ,, ;, . .. JOSEPII L. tfAx,.. Profeartorof Law.
's * ...--

.I.Vi4ATEMENTEI px INTRODUCED BILLS IvND JOINT "^- ,

'' (Q24 Congress, 1st session) . .
,

I

By Mr.. IIARRIS (for himself, )11r. BATH, Mr. Ciu.11$TOX,S. 2h03.-A. bill to provide for the creation of an 'Authority illy,Reclamation Lands Authority t6 carry out the congressional lee
excess land provisions of the Federal Reclamation Act of :pineto the Committee on interior and Insular Affairs.

and Mr. 11..m) :
be known as the
tat respecting the

17, 1002. Referred

TIIX RECLAMATION LANDS AMMONITE ACT

Mr. IImotts. ,sikIr.-President,' I send to the desk for appropriate reference, formyself and,Mr. BAIM, Mr. CRANSTON, and -Mr. HART, a bitillesigned to carry outthe congressional intent respecting the excess land provihions of the FefieralReclamation Act of June 17, 1902.
Our pretlecO4sors in Congress, recognizing that Irrigation inessential to Amer-ican agriculture, wisely' chase to make a .public investment in irrigation whenthey passed this historic 1002 act. Just itA wisely, they sought to assure that thebenefit:I. of Federal Irrigation projectswhich would literally transform desertwastelands in the Went into the richest agricultural areas in the worldwouldaccrue to small homesteaders rather than land speeulators.or monopolies. TheReclamation Act stated that landholders could reeelve federally subsidized waterfor farms of 160 acres or less, or 320 acres in the ease of a man and wife, pro-vided that they live on. or very near: Their land. In 1026, Congress strengthened.

:the 1902 act by providing that any federally irrigated holdings In ekeess of the100taere limitation had to be Sold within 10 years at preirrigation prices.Critics of the acreage limitation provision,- both in 1002 and today, insist thathuge farms are necessary for their efficiency: That is a myth. The giant agribusi-nesses are eiflcientionly in stilling farm competition and in tapping the FederalTreasury for subsidies. One hundred and sixty acres of prime Irrigated farmland,yr -MO acres in the vase of man and wife, are more than enough to support aprosperous family farm.
Mr. President, the men who championed the'Federal Reclamation Act of 1002were visionary Americans. They understood that land and water, .America'sgreatest zesoureesi Were not boundaries, and that they must be protected fromthe few who would monopolize their use.
Delegates to the irrigation Congress in the 1890's, which sought to enlist theFederal Government in irrigation projects. repeated a warning- given, to Ameri-cans by .the English historian T. II, Macaulay:

'Your national safeguard lies in your boundaries public domain . . . But thetime will come when this heritage will have been consumed, this safeguard willhave vanished. You will have your crowded Birmingliams and Matiehesters, and
.then will come the test of your institutions. *

Congressman Oscar W. Underwood of Alabama, Who was instrumental in thepassage of the Reclamation Act sounded this same theme when he pointed tothedecline of free laud and the beginning of urbanization. Ina statement supportingthe Reclamation Act, with* has a is'eularly modern ring, he said to the applause"of the House of Representatives:
, The farm boys in the East want farms of their own. it (the Reclamation Act)

gives them a place where they-cari go and build homes without being driven into
the already overcrowded cities to seek employment.

It will provide a place for the mechanic and wage-earner to go when the battlefor their daily wages becomes too strenuous in the overcrowded portions,of theEast. . . . If this policy is not undertaken now. this great Western desert will
ultimately be acquired by individuals and great corporations....

I believe the passage of this bill iee in the interest of The man who earns hisbread by his daily toil. It gives him a place 'where he can go and be free and'
independent ; it gives him an opportunity to be an owner of the soil. and toibuild
a home. These are the class of men we must rely on for the safety of the nation.
In times of, peace they pay the taxes anti maintain the Government 14n times dfperil and strife they are the 'bulwark of the nation, and it la justice to them that 'this legislation be enacted into law.
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And President Theodore Reosevelt, who signed the Reclamation let into lAv
and insisted upon its 100-acre provision, said :

We have a right to dispose of.the landswith a proviso as to the use of the water
running over it,' designed to secure that use for the people as a whole and to
prevent it from ever being absorbed by a small monopoly.

Mr: President, those men were fighting to carry out the Jeffersonian vision of
agrarian democracy. They wanted to see an America peopled by prosperous and
independent men, free of the control of the baronial landed classes...

Today; nearly two centuries after Jefferson and 70 years after_ the passage of
the Federal Reclamation Act, agrarian democracyexists, only as a myth. Amerlea's
land, once publicly owned, and the federally financed water used to 'irrigate
much of it, are illegally in the control of large land interests.

Not surprisingly, Mr. President, the large land interests in this country have
always opposed the Reclamation ,Act's antimonopoly proVisions. iThe railroads,

'eland spedulators, 'and giant agribusinesses have mifloyed various strategies. to
get around the 160-acre limitation. What is surprising is-the Federal Government's
acquiescence in what amounts to a giant land steal and ,a raid on the public
treasury.

Federal reclamation has deli4'ered water to 8'inillion acres with an annual
crop valueof $1.7 billipn. Congress has appropriated-or authorized spending $10
billion on reclamation projects. The amount of the subsidy to -Western land-
owners for irrigation' has been estimated to range from $600 to $2,000per acre.

This money, supplied by the average taxpayer, is buying water for hundreds
of thousands of acres of land owned by giant corporations while independent
family farmers have not been able to get access to irrigated land. California--
the- home of the giant agribusinessesprovides a typical example of where the
taxpayer's money is being spent., California's. Imperial Valley produces about
$200 million annually 'of cotton, sugar beets, lettuce, alfalfa,. and other crops.
What makes 'the Imperial Valley so fertile and productive is water brought from
the Colorado River by a network of dams and canals Wilt by the Folleral
Governthent at a cost of over $200)million. -

Because of the Government's outrageous record of nonenforcement- a the
Reclamation Act, more than half of the irrigated acreage in:the linperfal.ValleY.: ,

Is held by owners of more than 160 acres, and two-thirds of it by.ifbaentees!
Agribusiness grants such as Purex, Updted Fruit, and the IrvineLand Co., which
owns 10,000 acres in the valley, are)reappag huge profits because of the water
subsidy, Federally subsidized waiter is also being delivered to lands In California
owned by Tenneca Getty Oil, Standard Oil of California, and the Southern Pacific
Railroad.

The record elkwhere is no better. In the Pacific Northwest, federally dammed
water from the Columbia River will soon flow to the vast lands held 45,Boeing
Aircraft, Burlington Northern, Utah and Idaho Sugar, and Amfac of Hawaii.

Increasingly, the giant agribusinesses are taking control of American agri-
culture. and they leave no room on the land for the independent, family farmers
who have been disappearing from rural America A the rate of 800,000 a year.

I do not think the . congress' of the United 'States ever intended to subsidize
Boeing Aircraft or Standard Oil 4n their farming ventures. I certainly hope not.

Mr, President, it is time to Pat and end to this outrage. At a time when 70
percent of our people are packed Onto-less than 2 perrcent of the land, when our
cities are on the verge of Ycoliapse because of the overcrowding, unemployment
and Welfare, it is essential that we give people a chance to make a living In rural
America. But America has no national rural policy fortpeople. Instead, we have
allowed vested economic Interest4 guided by nothing nobler than groups, to
determine the futtfreshape of this Nation. ,

The bill I am intrbducing today, the Reclamation Lands Authority Act, could
be the beginning of a national rural policy. The emphasis of that policy is to
serve people and the public interest, not a few large corporations.

The bill, which has been Introduced in the Hous' of Representatives by several
California Congressmen, requires the Federal Government to buy "excess" land
at a preproject market price and to ledge or sell it at a postproject market price.
This mechanism is greatly preferable to a simple enforcement of the 1902 law.
Far in that case those purchasing the land at)'the preirrigatiou prices called
for in the law could receive the enormous windfall now in the hands of the giant
corporations.

The American taxpayer has built and paid for the Irrigation system that has
made our land in the West so valuable. Therefore,'he should reap at least part of
the gains.
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The profits from the sale, lease, or use of these lands are to be placed in an
. education, eonserVation, and ecnomic opportunity fund. Seventy percent of the
revenues from the fund are to be, earmarked as grants for public education,
following our historic heritage of financing education with land 'grants. Ten per-
cent of the 'funds will go into the already existing land and water conservation
fund. The remaining 20 perceht of the fund shall be made available upon specific
appropriation by Congress for the development of public facilities serving project

'areas, for promoting economic opportunities of veterans and persons living in
substandard conditions and for such environmental and ecological benefits as
Congress may authorize.

To administer this program, the bill creates a Reclamation Lands Authority
as an independent agency under a board of three members, appointed by and
responsible to the President.

The Authority Is empowered to determine the uses fOr which purchased
excess lands may be sold, leased or made available for public purposes, and
is charged with attaching such conditions to any use of the land "as will preserve
open spaces and agricultural greenbelts and into her respects preserve an en-
vironment of beauty, health and attractive quality for now and for the future."

The Authority is also charged with encouraging "effective 'regional, State and
local planning of land usage and environmental adjustment in the areas where
excess lands are located."

Mr. President, the Reclamation Lands Act provides for us to rekindle
the spirit that made America the land of opportunity. This bill would give the
independent family farmer, the veteran, and the economically disadvantaged
from both our cities and rural areas a chance to start_ all over again. It would
enable us to finance public educationthe strength of any free societywith
funds created by public water and land developmentthral it would mark the day
when Americans realize that our limited land and Iviger resources cannot be leftin the hands of big business.

I would hope that each of my colleagues will give this proposal the seridus
consideration it merits, and I welcome their cesponso ship of it. Furthermore, I
would hope that the Interior Committee will be able t hold hearings on this pro-posal in the,near future.

Mr: President, I ask unanimous consentthat at this point the text of the bill
be printed in the RECORD.

There being no objection, the bill was ordered to be printed in the RECORD, asfollows :
S. 2.863

A BILL to provide for the creation of an Authority to be known as the Recla-
mation Lands Authority to carry out the congressional intent respecting the
excess lands provisions of the Federal Reclamation Act of June 17, 1902 .
Be it enacted by the Senate and House of Representatives of the United States.

of America in Congress assembled, That this Act may be cited as "The Rechima.
tion Lands Authority Act". \STATEMENT OF PURPOSE

SEC. 2. (a) The Cdhgress declares that it shall be the purpose of this Act to
reaffirm the historic purpose of the Federal Reclamation Act, especially as It
applies to the development and use of excess lands, and to make that intent and's purpose operative in the national interest and the direct benefit a ite citizens.

(b). The Congress further declares that it shall be the purpose of this Act tomake such diSposal and uses of these excess lands 'as will improve the environ-
ment of the Nation through the use of these natural resources to provide resident
4tvaership and operation of family-sized farms, to open new opportunities for

rens and to create open. spaces, protect the natural beauty and quality of
the habitat of all living things within Federal reclamation project areas, and toprovide by the application of the net revenues from the sale or lease of said
excess irrigated or irrigable lands to the demonstrated needs ofpublic education
atacomumnity development, and for other` purposes consistent with the historic
purpose of the Federal reclamation law.

Sec. 3. To effect these expreSsed purposes and others which may beeonie impera-
tive as the Nation faces its responsibilities and opportunities to create a healthful
environment ,consistent with the ecological needs of the land entrusted, to our
care, there is hereby created by. a body corporate to administer the excess lands
resulting from the enforcement of the provisions of the Federal Reclamation Act
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of June 17, 1902 (32 Stat. 380) as amended and:supplemented, to be designated as
the Reclamation Lands Authority (hereinafter.referred to as the "Authority").

SEC. 4. To administer the purposes expressed' in this Act and enforce the laws
pertaining to excess land as prescribed. in :the Federal Reclamation Act of
June 17, 1902 (32 Stat.333), as amended and supplemented, the Authority shall
be an independent agency responsible to the President, and subject to all laws
pertaining to accountability and report. It `shall be directed and its activities
managed by a Board of three members, appointed by the President by and with
the consent of the United States Senate. Their terms shall be staggered, in such
a manner as to provide an eight-year term for the designated Chairman, a five-
year term for one member, and a three-year term for the other member. They May
be reappointed. Their salaries shall be fixed by the President in keeping with the
accepted schedule of remuneration fin* heads of important Government agencies
The Board shall organize itself and Its operations, shall select its officials, agents,
and employees in keeping with Civil Service standards and prattices and said
employees shall be included in the Federal roster to share in all legal benefits of
Federal Government employment 'and to be subject to such requirements as to
ability and conduct as are thereby prescribed.

SEC. 5. The principal place of business of the Authority shall be located at a
place of accessibility within the region of excess lands which it administers.

SEC. 6. Immediately upon the passage of this At into law, the Authority shall
be provided by the Department of the Interior a listing of all irrigated and
irrigable lands administered under reclamation laws, denoting specific com-
pliances and failure to comply, declaring noncompliance as excess lands to which
all titles, claims, access, entry, and control shall transferto the Authority
forthwith, to be sold, leased, or managed according to theMetermination and
within the purpose of the Act. Such a listing and transfer of lands subject to
reclamation law shall be provided tilt -Authority at six-month intervals.

Sze. 7. The Board of Directors of the Authority shall. have power and it is
hereby conferred upon it, to adopt and enforce all the necessary bylaws, orders.

~rules and regulations required to effectuate the will of Congress as expressed in,
this Act.

SEC. 8. The Authority shall have such powers as are conferred on Government
corporations generally, and specifically shall have the power of eminent domain.
Except as otherwise specifically provided in this Act, the Authority

(a ) shall have succession to its corporate name ;,°
(h) may sue and be sued in its corporate name ;
(c) may adopt and use a corporate seal, which shall be judicially noticed:
(d) may make contracts and enter into agreements as herein authorized:
(e) may adopt, amend, and repeal bylaws or provisions thereof; and
(f) may purchase, lease, or accept, hold and use such real and personal prop-

erty as it deems necessary or convenient in the transaction of its duly authorized
business, and may dispose of any property, real or personal, to which it has
title according to its authority under this Act.

SEC. 9. In the development of its purpose and the exercise of its duties, the
Board of Directors shall select a treasurer and as many assistant treasurers as
it deems proper. Board members and treasurers shall be bonded, giving such.
bonds for the safekeeping of the securities and moneys entrusted as are required,
by law, and in the case of subordinate officials as the. Board shall determine.

SEC. 10. Any member of the Board may be removed front office at any time
by the passage of a concurrent resolution of the Senate and House of Repre-
sentatives, said concurrent resolution stating in specific terms the reason for such
action.

SEC. 11. The powers of eminent domain residing in the Board by this Act shall
extend to the purchase of any real estate or acquisition of real estate by con-
demnation proceedings, the title to such real estate being taken in the name of
the United States of America, and thereon all such real estate shall be entrusted
to the Authority as the agent of the United States to accomplish the purposes
of this Act.

SEC. 12. There is hereby conferred upon the Authority all of the powers now
residing in the Secretary of the Interior to enforce all the provisions of section 5
of the Federal Reclamation Act of June 17. 1902, section 46 of the Act of May 25,
1926, and all Acts amendatory and supplementary thereto as these apply to the
limitation of size of farms to be served by and under provisions of Federal

projects.
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SEC. 13. The Authority is' hereby authorized and directed to acquire by pur-chase, eminent domain proceedings, or otherwise, all excess lands in projects
governed by Federal reclamation laps at preproject prices as defined in section46 of the Act of May 23, 1926, and to deposit the proceeds from the sale or leaseor use of such lands in the Treasury of the United States in a specially designed
"Education, Conservation and Econornief Opportunity Fund" which is herebycreated to be used exclusively for the purposes of this Act.

SEC. 14. The Authority shall purchase all excess lands at preproject prices
which do not reflect the benefits of the Federal financing or construction. The
proceeds ,from the sale, lease, or use of such lands shall be paid into the "Educe-tion, Conservation, and Economic Opportunity Fund," and are to be used for thepurpoSes of this Act and administered for said purpose by the Board.

SEC. 10. The Education, Conservation,' and Opportunity Fund shall be operated
as a revolving fund for the purposes of this Act. Moneys !lihe fund equal to thecost of lands purchased by the Authority at pre-water-project prices, togetherwith such moneys as Congress may appropriate for deposit in the fund for thepurchase and management of excess lands, shall be available to the Authority
for further purchase of excess lands. Ten percent of the balance in the -fundremaining thereafter shall be transferred to the Land and Water" Conservation
Fund already established by the Congress to be used for purposes consonantwith those of this Act, and an annual accounting shall be made to the Authorityby said fund and made a part of its annual report. Seventy percent of the bal-ance in the fund available for use by designated agencies and purposes underthis Act shall be made available for the benefit of public education and for suerexpenditures or allocations as the Congress may authorize. Such funds shall uetransferred by the Authority, to agencies specified by the Congress. The remain-ing allocable amount in the fund made available for public purposes under tueAct shall be made available upon specific appropriation by the Congress for thedevelopment of public facilities serving project areas, for advancing economic
opportunities, of veterans and persons living in substandard conditions, for de-velopment of healthful environments and communities needing open spaces, andfor such other environmental and ecological benefits as Congress may authorizeto be made from the fund.

SEC. 16. The Authority shall determine the uses for which purchased excess,
land may be sold, leased, or made available for public purposes, and shall attachsuch conditions at time of sale, lease, or public use as will preserve open spaces
and agricultural green-belts and in other respects preserve an environment of I.bekuty, health, and attractive quality for now and for the future. In determiningas between sale, lease, or public use of excess lands purchased, the AuthoWshall give due weight to benefits to the revolving fund and the advancements

o economic opportunity for persons who ha'Ve served the Nation in the ArmedForces, and disadvantaged citizens seeking such opportunity as ownership, lease,
or use of irrigated or irrigable lands afford. In the pursuit of these purposes, theAuthority shall encourage effective regional, State, and local planning of land
usage and environmental adjtistment in the areas where excess lands are located.

SEe. 17. In the exercise of its charter under this Act, the Authority is herewith
authorized to obtain lands excess to the direct needs of other Federal agencies ofthe Government which may he declared available where such lands may becomea unit of lands administered by this Authority. Such required lands shall betreated in the same manner as other excess lands of the Authority.

SEC: 18. The Authority may establish an Advisory Committee to which it shallappoint citizens who neither have nor represent vested interest in excess lands
purchased or in the water brought to such lands. The Authority may service such
an Advisory Committee and provide for the expenses thereat. Committee mem-bers shall serve without remuneration.

SEC. 19. There is hereby. authorized tor appropriation an amount as may be
necessary from the general fund of the Treasury for deposit in the revolving funddesignated as the "Education, Conservation and Economic Opportunity Fund"of this Authority, for the purposes of this Act, to be accounted for in the usual
manner and to be subject to the same accounting practices as other Government
agencies.

SEC. 20. There are hereby authorized to be appropriated for the purchase, lease,and use of excess -lands such amounts out of the Education, Conservation and
Economic Opportunity Fund as are available and needed by the Authority tocarry out the intent and pqrposes of this Act.
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(In, the MS. District Court-for the Southern District of Califorpia]
.

BEN YELLEN, ET AL., .VERSUS WALTER. J. NICKEL

(Partiarsummary judgment'''No. 69-124--Murray)

Before the court is a motion for partial summary judgment. The suit was filed
under 26 U.S.C.A. 1361 to compel the Secretary of the Interior and lower level
officials of the DePartment of the Interior to enforce the residency requirement of
Section. 5 Of the Reclamation Act of June 17, 1902, 32 Stat. 339, 43 If.S.C.A., Sec-
tion 431,2 against lands located within the Imperial Irrigation District in Cali-
fornia which receives water from the Boulder Canyon Project through the All
American Canal. It is the government's contention That Section 5 has been sUper-

° seded by Section 46 of the Omnibus Adjustment Act of May 25, 19.'6, 44 Stat. 649,
43 U.S.C.A., Section 423c,' and therefore the residency requirement does not
Apply. For the following reasons this Court finds that Section 5 is in force and
the residency requirement is- a prerequisite to receiving water from the Boulder
Canyon Project.

The ruling on this motion is a determination made as a matter of law Ind does
not depend upon any factual showing by the moving party beyond. the allega-
tions in the pleadings. There was a previous motion for summary. judgment and
that motion was denied without prejudice and therefore there is no bar to the
preSent motion. Further the gbvernment raises the issue of standing in defense
of this motion. A motion to dismiss for lack of standing tb maintain, a suit was
denied at the same time as the previous motion for summary judgment, thus
there is no need to rule on that question nt this time.

The Boulder Canyon Project is authorized and governed by the Boulder Can-
tyon Project Act of 1928, 45 Stat. 1057, et seq., 43 U.S.O.A. 617 et seq. Under
Sections 12 and 14 of that Act (45 Stat. 1069 and 45 Stat. 1063) the project is
governed by the June 17, 1902 Act and "Act amendatory thereof and supplemen-
tal thereto."- 43 r.S.C.A., Sections 017k, 617m. The question-which concerns the
court is whether Section 46 of the Omnibus Adjustment Act has so changed the
original 1002 Act as to eliminate the residency requirement contained therein.

The government argues that under Section 46 of the.1926 Act the Secretary no
longer is authorized to sell water directly to landowners on projects built there-
after. Instead, Section 46. requires the Secretary to contract with irrigatioa dis-
tricts for delivery of water and repayment of the project and these contracts are
required to impose .certain conditions to which landowners must conform' Since
none of these conditions include a residency requirement it is argued that the
effect of Section 44) is to eliminate any residency requirement from ail, reclamation
projects governed thereby. This argument proves to be incorrect when viewed in
the light of sound statutory construction andthe background and purpose behind
both Section 5 and Section 46.

The government points to no specific provision of the Omnibus Adjustment Act
which repeals Section 5.of the 1902 Act. Nor do they contend that the 1926 Act
entirely repealed the 1902 Act. It is a generhl rule of statutory construction
that where there are two acts on the same subject, effect should be given, to both
if possible. United g4tatcs v. Borden. ed., 303 U.S. 183, 108. Further, repeals by
implication are not favored and the intention of the legislature to repeal must
be clear-and manifest. Even when there is a positive repugnancy between the
provisions of the new law and-the old law, then the Old law is repealed only pro,
tanto to the extent of the repugnancy. U.S. v. Borden, supra.

Statutory construction of Section 5 and Section 46 reveals no repugnancy'
ivhatever. Section 5 requires that there is no right to use water on tracts of
any one owner of over 160 acres.and no water shall be sold to anyone not occupy-
ing the land or residing in the neighborhood. Section 46 establishes f system
whereby the Secretary no longer sells to individuals, but to irrigation districts
instead, and provides for a situation not contemplated in the original Act where
water would be supplied through the irrigation district to private olandowners
of more than 160 acres in addition to settlers on public lands opened up for
entry under the original reclamation law. There is no inconsistency in applying
the requirements of Section 5 at the same time with those of Section 46. The
latter merely provides for sale of excess lands over 160 acres if the private owner
wants reclamation project water. Section 5 requires that he be a resident to get
water at all. A liberal reading of both statutes then reveals no implied intent on
the part of Congress that the earlier statute would be repealed by Section 46.
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Since both can stand by reasonable construction, that construction m t be
adopted. Wilmot v. Mudge, 103 U.S. 217, 221 (1881).The plain language of the Omnibus Adjustment Act of 1926 does not alSectiOn 5 of the 1902 Act, nor is any legislative intent to do so' exhibited he
Act's background. The basic purpose of the 1926 Act is expressed in 43 U.S.C.A.,
Section ,423f, 44 Stat. 66 (May 25,10$6) as follows :

"The purpose. of sections 423-423g of this title is the rehabilitation of the
several reclamation projects and the insuring of their futpre success by placing
them upon a sound operative and business basis, and the Secretary of the In-terior is directed to administer said sections to those ends."

The report on the House version of the bill H.R. 10429 prepared by the' Com-mittee on Irrigation and Reclamation refers to the reclamation policy of the g0,6ermnent .which was adopted as a result of the Act of. June 7, 1903. The reportpoints out that while the law had provided that the cost of projects be returned
to the reclamation fund, settlers had been unable to do sq in full and therefore
it would be necessary to authorize the Secretary to credit the projects with lossessustained. Then the report continued :

"It is confidently believed that with the adjustment authorized herein the variousprojects will be put on a basis which will restore the morale and enthusiasm ofthe settlers and enable them to meet their payments promptly in the future. Thesettlers on these projects have endured great hardships, and have struggled0 against the most adverse conditions in their effort to cooperate with the govern-ment in reclaiming these desert wastes, and are entitled to. the proposed reliefwhich has been urged upon the committee by the Representatives from the aridland States and the Secretary of the Interior for many years." See Adjustment
of Water Charges, House Report No. 617 to accompany H.R. 10429, 68th Cong.1st Session.
t It is clear from the report that the purpose of the 1926 Act was to providerelief to settlers then residing On the land. There is no indication that the Actwas intended to change the policy of the reclamation law.

The government has cited Section I of the Act of August 9, 19,12, 37 Stat. 266,43 U.S.C.A. 541 as additional support to the contention that residence is no longerintended as a requirement for water rights under reclamation law. That law re-quires that homestead entrymen submit proof of residency, reclamation andcultivation in order to obtain a patent while purchasers of water-tight certificatesneed only prove cultivation and reclamation of the land for a final certificate.This it is argued is evidence that residency has been eliminated as a require-ment to receiving water. It is evident that Congress intended the Act to apply topurchasers of water rights for private lands as well as to entries of public lands.See. House Committee on Irrigation of Arid Lands, Patents tOEntrymen forHomesteads Upon Reclamation Projects. House Report No. 807 to, accompanyS. 5545, 620 Congress, 2d Session, and I Department of Interior, Federal Reclama-tion Laws Annotated 15 (1958). However, there is no indication that the resi-dency requirements of Section 5 was intentionally eliminated.
In the West water and land are separate and ownership of land does not auto-

matically give right to water use. This is reflected in the homestead laivs wherewater rights are reserved from patents; See 43 U.S.C.A. 601 as derived from 14Stat. 253 and 16 Stat. 218. This explains. why the patent and the water certificate
were treated separately in Section 1 of the 1012 Act, The patent is a right tolandownership in land. The certificate is evidence of a right to water subjectto divestment for failure of application to beneficial use. See U.S.C.A. 372, 32Stat. 390. However, the nature of the water right is not expressly delineated inreclamation law. The water right certificate describes the land upon Which thewater is to be used. the amount of Water 'use allowed and aids in establishing
priorities under state laws. Neither the reference to water rights in the 1902 Act,nor that in the 1912 Act make clear juAt what the user has, either before or afterreceiving the final water rights certificate. It is important/to note, however, thatreclamation laws are "designed to promote federal policies of permanent impor-tance and not merely to secure an investment interest." II Sax, Waters and WaterRights, 118 (R. Clark ed. 1907).

That land and water are separate also helps explain why each is treated dif-ferently in Section 1 of the Act of 1912. The purpose of the Act of 1912 was toenable the settler to mortgage his property prior to final payment for the amountdue for the water right. See Title for Homesteaders on Reclamation Projects.Senate Report No. 608 to accompany S. 5545, 62d Congress, 2d Session. The watercertificate was property right of sorts even though a defensible one. It repre-
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sented an incremental value of the price of the private land and as such was an
asset which %tided to the mortgageable value of the land. See Sax, Selling flee-
tanfajion Water Rights: A Case Study in Federal Subsidy 1,30llell, 64 Mich., L.
Rev. 13, 1963, for .a discussion of incremental Values. The cultivation and recla-
mation tequireinentS of Section 1 insure good faith on the part of the owner that
the arid land would, be eultivated and reclaimed. This purpose of the Act in no.
way changes the overriding original anti-monopolistic and anti-speculative pur-
poses of the original reclamation law. (Discussion on this purpose to follow.)
Therefore, while cultivation and reclamation are required for a final water rights
certificate, residency remained a requirement to receive water initially. Sec
samphl forms for water right applications in Department of Interior. Fourteenth
Annual Report of the Reclamation Service, 19144915, 268476, which require
affidavit of residence.

It should also be pointed out that on August 10. 1917, Congress saw It to
suspend the residence reqpirements during World War I. See 40 Stat. 273.5
It would be strange indeed if Congress intended to eliminate the residence re-
quirement for receiving water by the Act of 1912, that it deemed it necessary to
suspend residency in 1917. It Is much more plausible that there was and is a
continuing intent On the part of Congress to keep alive the anti-spectfiative and
anti-monopolistic purposes of the Act as express441 in the residency requirement.

The government's rationale in relying on Section 1 of the 1912 Act is somewhat
obscure. Their primary argument rests on Section 46 of the 1926 Act. It is dif-
limit to understand how the 1912 Act can shed light on a policy which they
argue was notxpressed until the 102G Aet of Congress.

It is further ari.ated that the elimination of the water right application by
tic At of May 15. 1922. 42 Stat. 511, is an expression of intent to eliminate the
residency requirements.° Where a legally formed irrigation district agreed to
pay moneys owing the 'United States for construction and maintenance of the
project, this statute dispensed with the requirement that individual Water user
the an application for water right. It is clear from the Department of Interior's
Report, tat S. 2118. dated May 23, 1921, to the Senate Committee on Irrigation and
Iteelanuttion of Arid Lands that the Senate bill, which later became the 1022
Act. dispensed with the water right amilicatlon in order to eliminate unneces-
sary amounts of work and possible.eomplieations.' Since one function of the appli-
ation was to mtablish a lien for the payment of water elfnrges on each user's
land in favor of the rnited States, the elimination of -thellen by the statute
removed a baste reason for the application. Further. inasmuch as the new irriga-
tion dlastriet is responsible to pay the United States for construction and mainte-
nance. it would be collecting the paymeqts from its members and controlling the
distribution of water. A new applicant for water would be required to go through
the district and to require an additional application to the Bureau of Reclanut-
tion could have made the process unnecessarily complex while only dtiplicating
work which could l dome by the district.

The application was used by the Bureau of Beelanfation to enforce other pro-
visions of the reclamation laws sueli as the residency requirement. (See Depart-
ment of Interior. Land Ownership Survey of Federal Declamation Projects 84,
m. mew. but the 1922 Act fails to refer to residency. This failure does not lend 6

support to any interpretation of the At as an expresslon-of intent to eliminate
the residency requirement nor 'to change the national policy of the reclamation
laws. There is no positive epugnaney between the 1922 Act and residency
requirement. The Secretary of Interior is Oven authority to dispense with the
application at his diseretion, but remains charged with enforcing the iwilley of
reclamation law which is still in force. Compliance with residency, which is an
expression of national policy, should have Weil secured by other means.'

On April 19. 1916, the Department of Interior issued an opinion which under-
cut the policy ottlie reclamation law :

"The resideney requirement of this section (Seetion II, 1002 Act) in reference to
private lands in frilly eomplied with if. at the time water-right application is
made. the applieant is a bona fide resident upoh the land or within the neigh-
borhood. After approval of the application further residence is not required .of
August 9, 1912 (37 Stat. 265). without the necessity of hroving residency at "the
time proof is offeretl." (See T Federal Reclamation TAM Annotated, page 55-56).
melt applicant, and further proof may therefore be made under the Act of

The government cites this opinion along with stibiequent Federal Regulations
and expressions of policy by the Bureau of Reclamation as evidence of elimination
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of the residency requirements." This evidence recognizes there is a residency
requirement problem, but denies that residency is a continuing requirement as
an expression of national policy. The Departmentit cannot repeal an Act of
Congress. D

It could be argued that re-endetment of the statute, such as Was the case in
Section 14 of the Boulder Canyon Project which reenacted the reclamation law,
constitutes legislative acceptance: of the earlier administrative Anterpretation.
It has been held that an administrative interpretation of a statute was binding
on the court where it has been impliedly upheld by re-enactment of the statute.
See Kieferdorf v. C.I.R., 142 F.2(1 723. However, Congressional re-enactment of a
statute, without expressed consideration or reference cannot give controlling
weight to an originaliy erroneous administrative Interpretation the statute.
United States v. Missouri Pacific Railroad Company, 278 U.S. 209 280. The re-
enactment of a specific clause or statute after administrative or judicial con-
struction -Is merely one factor in the total area to give fair meaning. to the - -
language thereof, and such circumstances must give way to lanimage or1.19'baste purpose. Fleming v. Moberly Milk Products Co., ltk

The Reclamation Act of 1902 was enacted after a long,histo1of monopoly
of and Speculation in the arid lands in the west. This background, resulted in a
national policy of anti-monopoly and anti-speculation which Wand expression
in reclamation hew. It is this policy which provides possibly the strongest
rationale for holding the residency requirement in force. From it very inception
reelamation policy has been to make benefits therefrom available to the largest
number of people. The 1002 Act contained a 160 acre limitation, required that
users be bona fide residents;.; required that the reclamation Nvattr right be
appurtenant to the land, and,provided that rights to the water be limited by
beneficial use. 32 Stat. 389. 390 (1902). 43 C.S.C.A., Sections 372, 383, 481 (1064).
Tifese devices were incorporated Into the bill in order to prevent land monoimil-
zation and profiteering ,f)y large corporations to the detriment of the intended
beneficiaries of the Act. See Taylor The EXCT88 Land Law-Execution of a Public
Policy. 8-1 Yak' L.J. 476. 48,1-Nli (1055). Tluv idea was to create a class of self-
reliant faMily farmers. See Land Ownership Survey, supra, (n-73, 91.

'National policy, as expressed in the reclamation laws, is to provide homes
for people.' Homes are possible pnly where speculation and monopolization are
not possible. The 160 acre limitation and the national policy which it reflects
have been upheld by the Supreme Court in /ranhoe Irrigation District v. Mc-
Craeken, 367 .S. 275. The residency requirement in Section 5 is a second
expression of that national policy. Its repeal: by implication would be contrary
to the purpose for which Section 5 was enacted. Early in reclamation kistory
events showed that "under the private projects where residence is-not required,
the developinents have been very largely along the line of the creation of tenant
farms." See Department of Interior, 11th Annual Report of the Reclamation
Service 11, (1911-1912). Failure to enforce resideney subVerts the excess land
limitation which Ivanhoe, supra, specifically upheld. Through the use of cor-
porations, trusts and cotenaneles flagrant violations of the purpose of this
limitatiOn are possible. Eaeh of these farms may be used to by-pass the acreage
limitation. The policy behind reelamation, law to 'aid and encourage owIrer
operated farms requires enforcement of the residency requirement to prevent
these violations. It Sax, The Federal Reclamation Law in II 'Waters to WqterRights, supra, 217-224.

The fact that residency liar not been required by the Department of Interior
for over 55 years cannot influence the outcome of this deeision." Failing to apply' the residency requirement is contrary to any reasonable interpretation of thereclamation law as a whole, and it is destructive of the clear purpose and

A Intent of national reclamation policy. It is well settled that administrative prae-
1' ties cannot thwart the plain purpose of a valid law. Plated States v. NO andCounty of an Francisco, 310 RS. 16, 31.32 (1910). Rather than indieate the

validity of the administrative ruling, the lapse of time serves to dramatize the
unavailability of relief in the past and points toward the need for inereased.access to the court in the future.

Time Boulder Canyon Project Act. 45 Stat. 1065. 43 I.S.C.A, Section 617m.provides that the Aet shall be deemed a supplement to reclamation law whichshall govern the eonstruetive operation and management of the works authorized.
Inasmueh as Section r of the 1002 Act has been found in full force and effeet,
It must be applied to the Imperial Irrigation Dfstriet as well as to all reelathation
projects eonstrueted pursuant to the Boulder Canyon Project Act. No right to
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use the water for land in private ownership shall be sold to any landowner "unless
he be an actual bona fide resident on such land, or occupant thereof residing in
the neighborhood of said land. . . . 43 U.S.C.A., Section 431.

That portion of the motion for summary judgment determining the applicability
of Section 5 of the Act of 1902 is therefore granted, which in effect is merely an
interlocutory adjudication of the applicable law.

The posture of the case at this time is not such as the court can determine the
other portions of the motion, and therefore reserves ruling, thereon.

Done and dated this 22nd dhy of November, 1971.

FOOTNOTES

2 Section 5 of the Reclamation Act of Jane 17, 1902 32 Stat. 389, '43 II.S.C.A.
431, provides:

"That the entryman upon lands to be. irrigated by such works shall, in addition
to compliance with the homestead laws, reclaim at least one-half of the total
irrigable area of his entry for agricultural purposes, and before receiving patent
for the lands covered by his entry shall pay to the Government the charges appor-
tioned against such tract, as provided in section 4. No right to the use of water
for land in private ownership slutll be sold for a tract exceeding 160 acres to-
any one landowner, and no such sale shall be made to any landowner unless he
be an actual bona fide resident on such land, or occupant thelteof residing in the
neighborhood of said land,..and no such rights shall permanently attach until all
payments therefor are paid. The annual installments shall be paid to the re-
ceiver of the local land office of the district in which the land is sittutt and a
failure to make any tWo payments when due shall render the entry s jeet to
cancellation, with the forfeiture of all rights under this act, as well as of any
moneys alreadv Paid thereon. All moneys received from the above sources shall
be Paid into the reclamation fund. Registers and receivers shall be allowed the

'usual commissions On all moneys paid for lands entered under this act."
a Section 40 ote Omnibus Adjustment Act of 1926, 44 Stat. 649, 43 U.S.C.A.:

Section 723(c), Prbvides;
"No water shall be delivered upon the completion of any now project or new

division of a project until a contract or contracts in form approved by the Secre-
tary of the Interior shall have been made with the irrigation district or irrigation
districts organized under State law providing for payment by the district or
districts of the cost of constructing, operating, and maintaining the walks dur-
ing the time they are in control of the 'United States, such cost of constructing
to be repaid within such terms of years as the Secretary may find to be necessary,
in any event not more than folly years from the date of public notice hereinafter
referred to, and the execution of said contract or contracts shall have been con-
firmed by a court of competent jurisdiction. Prior to or in connection with the
settlement and development of each of the projects, the Secretary of the In-
terior is'authorized in his discretion to enter into an agreement with the proper
authorities of the State or States wherein said projects or divisions are located
whereby such State or Stated shall cooperate with the United States in promoting
the settlement of the projects or divisions after completion and in the securing
and selecting of settlers. Such contract or contracts with irrigation districts
hereinafter referred to shall further provide that all irrigable land held in pri-
vate ownership by any one owner in excess of one hundred and sixty irrigable
aeres shall be appraised in a manner to be prescribed by the Secretary of the In-
terior and the sale prices thereof fixed by the Secretary on the basis of its actual.
bona fide value at the date of appraisal without reference to the. proposed con-
struction of the irrigation works; and that no such excess land* so held shall
receive water from any project or division if the owners thereof shall refuse to
exeeute valid recordable contracts for the sale of such lands under terms and
conditions satisfactory to the Secretary of the Interior and at prices not to
exceed those fixed by the Secretary of the Interior ; and that until one-half the
construction charges against said lands shall have been fully paid no sale of any
such hinds shall carry the right to receive water unless and until the purchase
price involved in such sales is approved by the Seeretary of the Interior and that
upon-proof of fraudulent representation as to the true consideration involved
in such sales the Secretary of the Interior is authorized to cancel the water right
attaching to the land involved in such fraudulent sales: Provided further, That
the operation and maintenance charges on account of landsin said projects and
divisions shall be paid annually in advance not later than March 1. It shall be
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the duty of the SecretarAethe Interior to give public notice when water is actu-ally available, and the operation and' maintenance charges payable to the UnitedStates for the first year after such public notice shall be transferred to and paidas a part of the construction payment."
3 Section 4E provides that the following conditions which affect individualusers be included In contracts with irrigation districts: (a) excess land over160 acres shall be appraised and the sale price fixed by the 'Secretary ; (b) noexcess land shall receive water ttnless owners contract to sell the land at orbelow the' contract price; (e) until one-half the construction charges have beenpaid no water right passes with the sale until the, sale Is approved by theSecretary. ,

Section 1 of 37 fiat. 265, 43 541, provides:"Any homestead entryman under the Act of Tune 17,1002, known as the recla-mation Act, including entrymen on ceded Indian lands, may, at any time afterhaving complied with the provisions of law applicable to such lands.as to rest-' dence, reclamation and cultivation, submit proof of such residence, reclamationand cultivation, which proof, if found regular and satisfactory, shall en-title the entryman to a patent, and all purchasers of water-right certificateson reclamation projects shall be entitled to .a final water-right certificateupon proof of the cultivation and reclamation of the land to which the certif-. icate applicsOlo the extent required by the reclamation Act for homestead en-trymen : Provided, That no such patent or final water-right certificate shallissue until after the payment of all sums due the 'United States on account ofsuch land or water-right at the time of the submission of proof entitling the home-stead or desert-land entryman to such patent or the purchaser to such finalwater-right certificate."
The Act Of August 10,1017, 40 Stat. 273, provides in part:"Sec. 11 :( Suspension of residence requirements.)---That the Secretary of theInterior is hereby authorized, In his discretion, to suspend during the continu-ance of this act that provision of the act known as "reclamation act" Tiringresidence upOn lands in private ownership or within' the neighborhood f secur-ing water for the irrigation of the same, and.lie is authorized to permit the useof available water thereon upon such terms and conditions as lie may deemproperefzili Stat. 276.)

"See. 12 (Duration of suspension.).--That the provisions of this act shall ceaseto be In effect when the national emergency resulting from the existing state ofwar shall have passed, the date of wlyich shall be ascertained and proclaimed bythe President , but the date when thls-act shall cease to bb in effect shall notlie later than the beginning of the next fiscal year after the termination, as ascer-tained by the President, of the present war between thecUnited States and Ger-many (90 Stat. 276.)"
The Act of May 15, 1022, 42 Stat. 511, provides in part :"That in 'carrying out the purposes of the Act of nine 15, 1002 . . and Actsamendatory thereof and supplementary thereto, and known as and called thereclamation law, the Secretary of the Interior may enter into contract with anylegally organized irrigation district whereby such irrigation district shall agreeto pay the moneys required to be paid to the. ITnited States, and in such eventwater-right applications on the part of landOwners and entryman,,, in the ills-(Teflon of the Secretary of the Interior, may be dispensed with..."

"Section 2. That patents and water-right certificates -w-hich shall hereafter beIssued under the terms of the Aet entitled "An Act providing for patents onreclamation entries, and for other purposes," . . . for lands lying within anyirrigation district with which the ITnited States shall have contracted, by whichthe irrigation district agrees- to make' the payment of all -charges for the build-ing of irrigation works and for operation and maintenance, shall not reserveto the United States a lien for the payment of such eharKes; ..."1 Section 46 of the Omnibus Adjustment Act provided that:"Prior to or in connection with the settlement and development of each ofthese projects, the Secretary of the Interior is authorized in his discretion toenter into agreement with the proper authorities of the State or States whereinsaid projects, or divisions are located whereby such State or States shall cooper-ate with the 'United States in promoting the settlement of the projects orsinus after completion and in the securing and selecting of settlers." Again this
, provision was not Intended to alter thriffect of the reclamation law and the
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Secretary cannot exercise his discretion so as to "sulhert the purposes of the
Act."

' See Department of Interior Manual of the Bureau of Reclamation (1938
Edition) 373; Title 43, Code of Federal Regulations Section 230.05.

See Kinney; A Treatise of the Law of Irrtgation and Water Rights and the
Arid Region Doctrine of Appropriation. of 'Waters, 1912, pp. 22238-2239. Kinney
cites a portion of President Rooseveltiv.first message to Congress, delivered De-
cember 3, 1901, as a classic statement upon the subject. Roosevelt's idea WAS that
as a result of reclamation and settlement of arid lands "our people as a 'whole
will profit, for successful home - making is but another name for the upbuilding
of the nation."

[Filed Jan. 5, 1971Clerk, U.S. District Court, Southern Distriet of California,byDeputy]
In the United States District Court, for the Southern District of California

No.,67-7-T

UNITED STATES or AMERICA, PLAINTTIT

IMPERIAL IRRIOATION DISTRICT, A CORPORATION, DEFENDANT

JOAN M. BRYANT, ROBERT C. BROWN, THEODORE B. SHANK, IIAIOLD A. BROCKMAN,
CLARA MARIE GUTIERREZ, CJIAZLES E. NILSOX, KAROO D. SINGH, STEPHEN II. EL-
MORE AND JOAN KUBLER, JR.

LANnowxra DEFENDANTS, BOTII INDIVIDUALLY AND ON BEHALF 0)' MEMRERS OF A
CLASS, TO WIT, ALL PERSONS OWNING MORE THAN 160 ACRES OF IRRIGABLE LAND
WITHIN THE IMMILIAL VALLEY IN CALIFORNIA.

STATE OF CALIFORNIA, INTERVENING DEFENDANT

Memorandum Opinion
o.

I. JURISDICTION AND NATURE OF THE CONTROVERSY

This is a civil 'action brought by the United States. This court has jurisdicr
tion under Title 28, 1315 of the United States Code. An actual controversy
within the jurisdiction of this court exists as to whether the Nod limitation
provisions of reclamation law (hereinafter "acreage limitation' or "160-acre
limitation") have any application to privately owned lands lying within the
boundaries of said defendant Imperial Irrigation District (hereinafter ' "Dis-

trict ").
The parties to this controversy are plaintiff United States of America, de-

fendant District, landowner defendants John M. Bryant, Robert C. Brown,
Theodore B. Shank, Harold A. Brockman, Clara Marie Gutierrez, Charles E.
Nilson, Kadoo D. Singh Stephen IL Elmore and John Kubler, Jr., and each of

w them, both individually and on behalf of members of a class, to wit, all persons
owning more than 160 acres of irrigable land within the District (hereinafter,
collectively, "landowner defendants") and intervening defendant State of Cali-
fornia (hereinafter "California"). lieretofore, by orders duly entered, Cali-
fornia and the landowner defendants were granted leave to intervene herein,
the latter pursuant to Rule 23(b)2, Federal Rules of Civil Procedure DS repre.
sentatives of a class consisting of some 800 persons, each of whom own irrigable
lands in excess of 160 'acres. The Aggregate holdings of the members of the
clam were approximately 233,000 acres as of September 3,1965.

Plaintiff contends -that the 160 -acre limitation applies to privately owned
hinds within the District ; and all of the defendants contend in all respects to
the contrary.

There is no controversy between plaintiff and the State of California over
the application of the excess land laws to the state' lands in its Imperial
Waterfowl Management Area. The United States, the defendant District and
private land owner defenlis,pts agree with the State of California that those
state lands are not subject to the excess land laws.

This opinion incorporates the eourt's findings of fact and conclusions of law
pursuant to Rule 52, Federal Rules of Civil Procedure.
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IL HISTORICAL 'BACKGROUND

The Imperial Irrigation District consists of lands in the Imperial Valley inCalifornia. Due to the below-sea-level topography of be Imperial Valley area,
it was recognized as early as the middle of the 19th century that irrigation by
means of diversion and gravity flow front the Colorado River was feasible. In
tomparativtly recent geologic time, the Gulf of California extended inland tothe northwest.. Its upper limits reached northward of Indio. Through the' years,
the heavily silt-laden Colorado River deposited sediment and built up a low,flat deltaic ridge entirely across the ancient gulf, cutting off the upper portion
from its 'connection with the ocean. The resultingwbasin was then an inland seawith a surface area of nearly 2,000 square mile's. The greatest depth of this'
sea was about 320 feet. Deprived of its connection with the Gil! of Californiathe severed sea dried up, and a portion of the bed which it occupied is now
known as the Salton Basin. The greater area arofind and including this basin .is known in its northern part as the Coachella Valley and in its southern partas the Imperial Valley. 6

In its natural condition, the entire region was an unproductive desert. The
annual rainfall averages from two to three inches. The Colorado River and theColorado River Delta east and south of the Imperial Valley are slightly abovesea level. Froth the delta, the land slopes gradually north and west toward the
center of Imperial Valley, which is almost entirely below sea level. \During occasional flooding of the Colorado River, the overflow waters wouldflow down the slopes of the delta northward into the bottom of ite great depres-
sion and the Salton Basin. These floodwaters would concentrate more or less.indepressions and channels leading from the delta region into what is now known'
as Halton Sea. These channels, or depressions, form natural canals for diversiinof the Colorado River waters into Imperial Valley.

The Initial appropriations and diversions of water from the Colbrado River
were made by the California Development Company, a privately owned corpora-tion organized in 1890 and the predecessor in interest of defendant District,which was organized in July of 1911. These appropriations and diversions laidthe foundation for the present perfected water rights which have admittedly
existed within the boundaries of the District from and after June 25, 1929, theeffective date of the Boulder Can Project Act.

The first water from the Colorado River was divertedvand brought to the4 Valley in July of 1901. This water, which was diverted about one mile northof he international boundary with Mexico, was carried by the Alamo Canal
thr u&li Mexican territory and back into the United States at Imperial Valleyto a Ad the high mesa and sand-hill country north of the international bound-
ary. For most of its 50 mile course in Mexico, this canal made use of an ancientoverflow channel known as the Alamo River, which formerly led into the SaltonSea.

The Alamo Canal, from its point of reentry into the United States, its wellas the lateral canals through which water diverted from the river was ulti-mately distributed to land in the Valley, were otvned by seven mutual water
companies which Were organized by the California Development Company. Thestock in such mutual water companies was ultimately acquired by the-indi-vidual landown4s4o whose land the water was supplied.By 1903, thr itkthe distributive facilities constructed by the local mutualwater conipUtil Aliproxinuttely 25,000 acres of valley lands were in irrigatedcultivation, a result of diversions from the River. By the following

\winter, the Fr gated acreage was increased to 100, . 181,191 acres wore irri-gated by 1910, 3(18,009 in 1910, 413,440 in 1919, and 424,145 in 1920 the yearwhen the Boulder Canyon Project Act took effect.
In 1905, the Colorado River broke through its banks, which had over theyears been built up above the surrounding terrain, and 'completely changed itscourse, sending a flood of water thrilugh the Alamo Canal and over the broadflat*area of Imperial Valley. As a consequence, for many months the entireflow of the River passed through the washed-out ht.taling, through the AlamoCanal and into Imperial Valley, creating Salton Sea with a surface area of330,000 acres, and threatening the entire valley with destruction. The surfaceof the Salton Sea, formerly nearly dry at an elevation of 273 feet below sealevel, was raised to 100 feet below sea level. The efforts of the California

Development Company to close. the breach were unsuccessful. The SouthernPacific Company's tracks being endangered, the Southern Pacific Company ad-.
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vaned funds to the California Development Company to control the River and
took controlling interest therein as security. By utilizing its own resources the
Southern Pacific -Company closed the breach in the west bank of the River and
returned the River to Its channel. In the Spring of 1910, the Southern Pacific
Company foreclosed on the California Development Company's interests and,
in jibe of that year, transferred them to defendant District,

In 1022-1023 District acquired all of the mutual water companies that had
been organized by California Development Company. Sin e that time and until
the present, the District has performed the entire func f diverting, trans-
porting and distilbuting the water supply to farm hOldin n Imperial Valley.

On November 24, 1022, the Colorado River Compact, a iterstate agreement
relating to allocations and rights in the watery of the River, was signed by
commissioners representing the States of Arizona, California, Colorado, Nevada,

e1V Mexico, Utah and Wyoming, It became effective June 25, 1029.1
The construction of the All-American Canal was aut orized as part of the

general project authorized by the Boulder Canyori Pr ect Act (hereinafter
"Project Ace' 'or "Act") of December21t 1028, effective ne 25, 1029, 45 Stat.
1057, 43 U.S.C. 5 617 et seq. 744"

At the time of the taking effect of said Project Act, thb District had a dis-
tribution -and drainage system which was wholly financed, constructed, main-
tained and operated by local means. The distribution system then, as of June
25, 1029, comprised approximately 1,700 miles of main and lateral canals, pro-
viding for the irrigation by waters diverted by it from the Colorado River of
approximately 424,000 privately owned acres, computed on a single' cropping
basis. All of this acreage was, as of June 25, 1929, being irrigated by and with
Colorado River water, carried through tile Alamo Canal. In 1060, just prior to
the bringing of this action, there were approximately 438,000 acres irrigated
with water transported through the All-American Canal.

Black Canyon,. and incidental works, completing construction of the damPursuant to the Project Act, the Government constructed lioovel9.Dam, at

in 1935. On February 1, 1935, under the 41rectlon o the then Secretary of the
Interior (hereinafter "Secretary"), Harold L. Ickes, the Government began
storing water in Lake Mead, the reservoir created by Hoover Dam, and since
that date the Government has continuously operated and maintained Hoover
Dam tdr the purposes specified in the Project Act.

On December 1, 1932, the United States and the District, acting pursuant to
the Project Act, entered into a contract providing, inter alit:, for construction
of a main canal connecting Imperial and Coachella Valleys and requiring re-
payment by' the District for the costs of construction. Due to conflicts not
material to this ease, Coachella Valley; landowners were not included in he
District, but formed a separate District, the Coachella Valley County Water
District, which executed a similar, though independent, contract with the
United States in 1034 calling for construction of wateE delivery structure's and
delivery to lands in Coachella Valley.

Pursuant to its 1032 contract with the District, the United States constructed
Imperial Darn and the All-Ame&an Canal, commencing construction in August,
1034. In 1010, the United States, while retaining the care, operation and main-
tenance of these facilities, commenced delivering water through the All-Ameri-
can Canal for use within the District. Also pursuant to the contract, the Seere-
tary transferred to the District, on March 1, 1047, the care, op ration and
maintenance of the main branch 'of the All-American Canal west tY Engineer
Station 1098.

Since 1042, the District's entire water supply has been carried through the
All-American Canal. Title to the Imperial Dam and the All-American Canal, as
well as to Hoover Dam, is in the United States.

On March 4, 1952, the contract between the United States and the District
was amended by a supplemental contract. On May 1, 1052, the Secretary trans-
ferred to the District the care, operation fand maintenance of the works east of
Engineer Station 1008.

The All-American Canal System, a provided for in the contract of December
1, 1932, was declared completed by the contract of March 4, 1052, between the
United States and the District; repayment of construction charges commenced
on March 1, 1955. The District's financial obligation was fixed at approximately

The Colorado hirer Compact was authorized by an Act of Congress dated August
21. 1021. 42 Stat. 171, and by the Acts of the Legislatures of the participating states.
Congress approved It In section 13 of the Boulder Canyon Project Act, 43 U.S.C. 1 017(1),
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$25,000,000, repayable in forty anima instalhants1 without suchptyments to. date- have been made from net power revenues derived from the
sale of electrical energy generated by hydro-electrical facilities of the All-
American Canal, costing the District approximately $15,000,000. The cost of
Mover Dam and powerplant, estimated in 1905 at $174,732,000,As being repaidwith interest ,at three percent primarily from power revenues at the dam. OW
exception to hie is that $25,000,000, of the cost of the dam, which was allo-
cated to flood control, will be carried interest free by the Government until 1087.

DEVELOP ENT OF VIE CONTROVERSY

The 1032 contract provided, inter alia, for repaYment by the District oftthecost of the project works. It did not contain any provisions requiring thatacreage limitation apply to private lands within the District. On February 24,
1933, Secretary of the Interior, Ray Lyntn Wilbur, in a letter mailed to theDistrict, ruled that the 100-acre limitation WO not apply to privately ownedlands within the Distrier.2

The Wilbur ruling was followed for 31 years and gave rise to an adminis-
trative practice which held the 100-acre limitation to be inapplicableto private
landholdings within the District and which endured for the same period anddown to the rendition of Solicitor Frank d. Berry's opinion of December 31,1904.3 In that opinion, the Solititor concluded that Secretary Wilbur's 1933ruling was erroneous and Slat the Boulder Canyon Project Act by its plain
terms incorporates those provisions of reclamation law which impose acreagelimitation on lands served from federal reclamation projects, including theprivately owned lands within the Distriet.4

Subsequent to this ruling, the ,Department for several years attempted tonegotiate a new -contract with the District which would have incorporated
'acreage limitation. The failure of these negotiation resulted in -this action fordeclaratory relief.

W. THE BASIC mans.

The question of whether the 100acre limitation has any application to pri-vately owned lands within the boundaries of the Imperial Irrigation Districtdepends upon an interpretation of the Project Act. In -.deciding this case, de-fendants urge the court to limit its inquiry to a judicial review of the 1033
Wilbur ruling. They 'contend that because of the long-standing administrativepractice and the reliance thereon by landownerdefendants in the District,Wilbur's interpretation should be upheld if there is any reasonable basis forhis derision, citing Udall v. Tallman. 380 V.S.1, reit den 380 VS 089 (1045)-.The court declines to follow this course and believes that this statement of the
Tallman rule should not be controlling in this ease for the following reasons5
In 2)01Intan, the suit was brought by tin unsuccessful applicant for an oil andgasjease in the Kenai National Moose Range in Alaska. For many years, theSecretary of the Interior had Interpreted Bxeetitive Order 8970 and PublicLand Order 487, which withdrew certain lands from settlement and commercialexploitation, as not prohibiting oil and gas leases because they were not "dis-positions" 'as that term is found in the Executive Order 8979. 'The first appli-cants received the particular lease in question ; the unsuccessful applicantasserted that these regulations had closed the lands to such leases and thathis lease should be issued 'because the prior applicants had applied when thelands were closed under the terms of these l'egulations. The court held thatthe Secretary's established interpretation was reasonable and hence entitled tocontrolling weight. The court observed that great deference is given to ad-ministrative interpretation of statutes, and that:

The full text of the letter Is published in 71 Decisions of the Department of theInterior 400. App. 1. at 529.
-I 71 Decisions of the,Depariment of the Interior 400.

Tlu study leading up to this opinion was prompted by a letter Sated August 7,1901. from Senator Clinton P. Anderson. Chairman of the Committee on Interior andInsular Affairs. to Secretary Stewart Cdalli In the letter. Senator Anderson advisedthe Secretary that he had recetvrsipornplaints from Southern California that the acreagelimitation provisions of reclamation law were not being cnNeed In thr Coachella andImperial Valleys.
. "there of course no quarrel with the principal that gn problem's of statutoryconstruction great deference is given to the administrative interpretation. See Udall V.Tailinan. Nara, at . 10 and cases cited therein.

6.
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"When the construction of an adminkstrative regulation rather than a
statute is fa issue, deference is even more clearly in order."6 .(emphasis
supplied)

In this case, the basic problem, is the meaning of an Ac of -Congress, not an
administrative regulation. In addition, the controversy in unman, was essen-
tially a competition of private interests for commercial leases, while the deci-

. sion whether acreage limitation applies under the Project Act involves impor-
tant .considerations of national policy, making this case less appropriate for
application of the estoppel-like features of Tallman. If Secretary Wilbur was
wrong, then he defeated a Congressional mandate extensively deVelOped in
reriaination law. Finally, in Tallman there was a consistent administrative
practice, while here the Government has repudiated its former interpretation:
The court therefore adopts' the goal of determining whether Congress intended
in the Project Act to apply acreage linlitation to privately owned lands in the
Imperial Valley.

This is the first stage of a bifurcated trial. Not included in this phase of the
proceedings are the nature and extent of "pi7igent perfected rights" of the
landowner-defendants, as that term is defined in the 'Supreme Coutt decree in
Arizona v. California, 376 US 340, 341 (1964)., or the issue of whether 'the land-
owners have any "vested rights" to Colorado River water' as against the United

States.

V. THE sTArcinity LAIVaIIAGE
.

_

Plaintiff contends that the Boulder Canyon Project Act is a reclamation
.,..t._ project, and, that §§ 1, 4(b), 12 and 14 incorporate general reclamation law,
61, one portion of which is § 46 of the 1926 Omnibus. Adjustment Act, 43 U.S.C. 6

§ 423e. The latter statute provides that no privately owned lands in excess of
160 acres shall receive -water from a new project or new division of a project.

_Therefore, the acreage limitation must apply to private lands within the
District.

,

Four sections in the Project Act advert io reclamation law. Section 1 provides
,,. that construction costs for the canal are to be reimburalble as provided in

the reclamation law.
Section 4(b) of the Project Act instructs the Secretary to provide. for

revenues
"... by-contract or otherwise, adequate in his judgment to insure payment

of all expenses of construction, operation and maintenance of said canal
and appurtenant structures in the manner provided in the reclamation
law ... .

Section 12 defines reclamation law as the 1902 Reclamation and and Acts
"amendatory thereof and supplemental thereto."

Section 14, heavily relied on by plaintiff, states:
"This A t shall deemed a supplement to the. reclamation law, which

said cede tion law shall govern the construction, operation, and man-
,o, agement of works herein authorized, eweept as otherwise herein pro-

vided." (emphasis. supplied) .

Plaintiff asserts that the phrase "construction, operation and management of
the works" includes water delivery. Since § 46 of the 1926 Act was the most
recent addition to reclamation law at the time the Project Act was passed, it
applies to condition delivery of water upon compliance with acreage limitation.

Plaintiff continues by pointing out that §§ 1 and 4(b) of the Project Art
1. require repayment contracts pursuant to reclamation law, and the only means

of contractingoin 1932 was in accordance with § 46 which required acreage
limitation..Thus, the 1932 contract necessarily incorporated an acreage limita-
tion applicable to private lands. Limited to these facts, plaintiff's theory of the
statute is disarmingly simple.

'Closer examination reveals, however, that the references to reclamation law
are carefully qualified, most noticeably by the § 14 language that reclaination
law applies "except as otherwise herein provided." And Congress has "other-
wise provided" in § 5 that the Secretary may contract for storage and delivery
of water.? Section 5 does not refer to reclamation law or acreage limitation,

'Udall O. Tallman, supra, at p. 16.
/ Section 5 provides in part as follot IP
"That the Secretary of the Interior Is hereby authorized, under such general regula-

tions as he may prescribe, to contract for the storage of water in said reservoir and for
the delivery thereof . . . upon charges which will, in his judgment cover all expenses of
operation and maintenance incurred by the United States on account of works constructed
under this Act and the payments to the United States under subdivision (b) of Seetion 4."

I 13
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and this is the section where such reference Would be most logical if waterdelivery is to be conditioned on acreage limitation. Where. Congress has em-ployed. a term in one place and excluded it in .another, it should not be impliedin the section where it is excluded. Pederal.Trade Comminion v. Run Oil Co.,371 U.S. 505 (1963). The repayment provisiOns of § 4(b) are limited to
expenses 'of construction, operation and maintenance Ohere is no mentions inthis section of water delivery.

. .
Section 1 of the statute requires' reimbursement for the main canalitannd*auxiliary structures under reclamationlaw, but the clause immediately fellow-ing this language, "... and shall be paid out of revenues derived from the saleand disposal of water power or electric energy ... ," suggests that theleterence

`to
reclamation law merely establishes the principle expressly, added, thatthe works are not to be paid for by the sale of .polder. Perhaps most damagingof all to plaintiff's case is the. sentence next following: >"Provided, however,. that no charge shall be made'for water or for the use,storage, or delivery of water for irrigation in the Imperial or Coachella.Valleys." '

,This express exemption from charges for water is one example of the distinc-tion between water delivery and the concepts of reimbursement 'for projectcosts and the "construction, operation and maintenance" which is drawnthrougheut the statute. Other examples are found in*Sections 8005 and 8(b).0This treatment hardly supports the conclusion that the phrase "construction,
operation and maintenance"' in § 14 includes water delivery. ,In considering plaintiff's incorporation theory,, an essential inquiry is whether§ 46 is consistent with other terms of the Project Act. A comparison of section4(b) of the Project Act with § 46 of the Omnibus Adjustment Act revealsdifferences which point to a displacement of § 46 by the terms of the ProjectAct. Section 46 contracts are mandatory, while § 4(b) contracts are discretion-ary. Section 46 deals with both repayment and limitation on water delivery, but§ 4(b) does not mention water delivery because § 5 covers that topic. And'§ 46 contracts must be executed before water delivery, while § 4(b) contractsare to be executed before money is appropriated. From this it appears that theonly item in § 46 not expressly provided for in the Project Act is the acreagelimitation, an issue of social policy and not mere technical details of contraet-ing. It is unlikely that Congress would relegate an issue as important 'asacreage limitation for private lamb to indirect inclusion. This belief isreinforced by § 9 of the Project Act, avhich expressly limits public land entriesentitled to. use project water to 160 .acres. The absence of a similar provisionfor private lands indicates that Congress did not apply acreage limitation 'toprivate lands. If the Project Act did incorporate general reclamation law, then§ 3 or the 1902 Act 10 would apply, and the specific direction of § 9 would' beunnecessary.
Plaintiff's

was
that the 1932 contract between the Government andDistrict was madkpursuant to § 46 is unsupported. The contract at Article Irecites that it was made pursuant 'to the 1902 Reclamation Act "and actsamendatory thereof or supplementary thereto . . . and particularly pursuantto" the Project Act. Consequently, the contract could simply have been madepurstiant to § 5 of the Project Act and § 1 of the 1922 Reclamation Act, 43U.S.C. § 511.11 The mere existence of § 511 forecloses the argument that § 46of the1926 Act provided the only means of contracting for repaygnent in 1932and indicates that if Congress had intended § 46 to apply, it would have sostated.

' Section 8(a) provides in part :"The United States . . shall observe and be subject to and controlled by saidColorado River Compact in the construction, management and operation . . . and thestorage diversion, delivery and use of water ..." (emphasis supplied)'Section 8(b) provides in part:
"Also the United States, In construction, managing, and operating the dam, reservoir,canals and other works herein authorized. including the appropriation, delivery and useof water , . shall observe . . . the terms of such compact." (emphasis supplied) Theuse of the word "Including" seems intended to emphasize the distinctions developedelsewhere.
"43 416, 432, 434. This statute provides that public Iands proposed forirrigation under reclamation projects shall be withdrawn and subject to entry under thehomestead laws in tracts of not more than 160 acres.1143 U.S.C. § 511 provides that in carrying out the purposes of reclamation law, theSecretary may contract with irrigation district! for repayment of the costs, of construc-tion, operation and maintenance of irrigation works. It also recites that no such contractwill he binding on the United States "until the proceedings on the part of the districtfor the authorization of the execution of the contract with the United States shall havebeen confirmed by degree of a, court of combetent jurisdiction, or pending appellate actionif ground for aiSpeal be laid."
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Finally, the Project Act contains a comprehensive set of provisions relating
to the .rights of prior appropriators of Colorado River Water under the
C lo .. I River Water Compact. Section 13 of the Project. Act names as the
second u of the dam and reservoir the "irrigation and domestic uses of
satisfaction of present perfected rights in pursuance of Article VIII of said
Colorado iver Comptigt . ." Under the decree in Arizona v. California con-
stru e Project Act, The application of a specific quantity of water to, a
defined area of land is an essential element of a perfected right.= It was held
in the court's opinion that the Secretary is required to satisfy present per-
fected rights.13 This duty of the Secretary to supply water to an area where
present perfected rights exist is repugnant to the concept that the United States
may at the same. time shut off water deliveries destined for lands, be they
excss or not, entitled to the beneficial use of Colorado River water in the
exercise of these rights.

Section 8(a) of the PrOject Act subjects the United States and all water
us to the controlling effect of the Colorado River Compact and constitutes a
rec b ngress of the guarantee of present perfected rights found in
Article VIII of the Colorado River Compact.

In Section 13 of the Project. Act, the Colorado River Compact is approved.
There is a second statement that the rights of the United States Are controlled
by the Compact, and the pre-project water rights are made covenants running
with the land, for the benefit of water users. These covenants are expressly
made available to them for use in any litigation concerning Colorado River
water.

The combined effect of 11; 0, 8(a) and 13 of the. Project Act is to express
Congressional intent that the present . w t e c t e d rights be protected from inter-
ference by any contrary provision o f t MProject Act or reclamation law. The
specific and repeated guarantees found in these sections indicate that any pro-
vision such as acreage limitation which- would curtail such rights would be
'detailed in correspondingly exact language. Neither the references to reclama-
tion law contained in ft 1, 4(b), 12 and 14 of the Project Act, nor any other
term thereof demonstrate Congressional intention that acreage limitation apply
to privately owned lands in tile District.

Two additional propositions urged by plaintiff merit consideration in con-
struing the statutory language. First, it is contended that the Project Act
created a federal subsidy ; and that4therefore the Act must be strictly construed
against the grantees (defendants). Shively v. Bowiby, 152 U.S. 1 (1894).

e,wever, the Project Act set in motion a great project conferring many and
..ortant benefits on all parties involved, Including the United States.14
Among the national interests advanced by the Boulder Canyon Project are

included :
(1) The inclusion within the District by annexation, purstant to Article 34

of the contract between the Government and the District dated December 1,
1932, of some 250,000 acres of Government lands.

(2) Added capacity In the Canal for the servicing of such lands and some
° 11,000 acres of Indian land.

(3) Flood control for the purpose of preserving the Laguna Dam and pro-
tecting the Yuma Reclamation Project as well as protecting the public lands
and private interests in Imperial Valley.

. (4) The ontrol of silt because of the federal government's problem in
handling silt in tie Yuma Project.

(5) The need to build a canal on All-American soil to put the United States
in a position to bargain with the Mexican Government over the use of the
water of the Colorado River.

(0) It enabled the United States Government to reclaim and put to use large
tracts of public and Indian lands of the United States in Coachella Valley.
Application of this rule of constrpction does not advance the search for acreage
limitation in the Project Act.

12 376 U.S. 340, 841.
" 373 U.S. 456, at 566, 581. 584.

Parties and described the Project as a oint venture by necessity
"A report of the Congress which the Project Act detailed the benefit to all

"Neither Imperial Irrigation Distr ct, the Coachella district, nor the United States
could afford -alone to build a canal from the river. Acting in conjunction, the canal is
entirely feasible."

Report No. 592, 70th Congress, March 20, 1028 at p. 21.

3 tr
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In a related argument, plaintiff also contends that because there Is no ex-press exemption from the acreage limitations of reclamation law, the limita-tion must applY. In this matter, reliance is placed on the following statementin Ivanhoe Irrigation. Dintrict v. McCracken 357 U.S. 275, 292 (1,g59) :". . where a particular project has been exempted because. of peculiarcircumstances, the Congress has always made such exemption by express-enactment."
The guidance afforded by-. this remark is of doubtful value In this case,because in Ivanhoe the legal issue wag whether state lawgcluded applica-bility of acreage limitation, The case is also factually dist ishable in thatone basic ingredient of the. Imperial Valley 'situation, the guarantee of per-fected rights by Congress, was wholly lacking in the Ivanhoe context 1.5Finally, it appears that the practice cited by plaintiff, of enacting expressstatutory exemptions did not come into rue until 1938-with the Colorado-BigThompson Project.26 This was some te years, after passage of the BoulderCanyon Project Act,

vi. 1291E4LATIvE HIM=
Secure in the belief that the statutory language clearl precludes an in-corporation of acreage limitation, the court approaches legiblative history Withreluctance. The perils inhering in an iimaginative recreation of the mind ofCongress have been described by Mr. Justice Jackson,.Who termed the processa "psychoanalysis of Congress."17 The language sought in the halls of Congresscan usually be found in one place or another, and- this ig particularly truehere, for the proceedings in 'Congress which culminated in the Project Act of1928 spanned nearly a decade. However, the disagreement of experts inreclamation law, and the abrupt reversal of Departinental policy require someexamination of legislative history for its teachings on Congressional intent.The first Kettner Bill (H.R. 6044) in 1919 regarding construction of theBoulder Canyon Project dick not contain an express provision for acreagelimitation. In 1920, a second Kettner Bill (H.R. 11553) was introduced whichcontained a specific acreage limitation proVision. It became apparent that moretechnical studies were needed before embarking on this ambitious project, andCongress in 1920 authorized a study which resulted in the comprehensive Fall-Davis Report.18 The Report reaffirmed prior recommendations for an AllAmerican Canal, and, based upon engineering studies of . dam sites, recomemended the construction of a high dam in Boulder Canyon.

Shortly after publication Of the Report, Senator Hiram Johnson and Con-gressman Phil Sawing introduced identical bills in the Senate and House pro-posing construction of an All-American canal and high dam near BoulderCanyon. Thee bills did not contain an express acreage limitation provision.Due to continuing controversy over dam sites, neither bill was reported out ofcommittee during the 67th Congress.
When the 68th Congress convened, Senator Johnson and Congreisman Swingagain introduced identical bills, neither providing exprsly for acreage Waite--tion, but again neither bill wad reported out of committee.In the 69th Congress, Senator Johnson and Congressman Swing each intro-duced tmo more bills. During hearings in 1926 before the House Committee onIrrigation and Reclamation. the question arose whether, either of the pendingSwing Bills (H.R. 6251 and H.R. 9826) would make acreage limitations applyto private lands in the Imperial Valley. Congressman Swing and Dr. Elwood

.Mead, then Commissioner of the Bureati of Reclamation, both stated un-equivocally that nothing in either of the bills would require a landowner todispose of holdings in excess of 100 acres in order to receive water from the'All-American Canal:

"Indeed, it in doubtful whether the landowners before the court in Ivanhoe had treyvented richt!! whth ("engem could have guaranteed. Certainly the landowners in theIvanhoe District Itself did not. See Ivanhoe irr. Dist. v. All Parties, supra, 47 Cal. 2d597 054, 058 (Dis. op.) : Ivanhoe rm. Dist. v. McCracken, supra, 857 II,S, 275, 285: "Itin interesting to note that irrigators in thin district receive water diverted from theSan Joaquin in which they never had nor were able to obtain any water right."16 43 tl.S.C. 389. A-

n United States v. Public litilities 'Commission, 345 U.S. 295, 319-820 (1958).1*flen. Doc. 142 Problems of the Imperial Valley and Vicinity 07th Cong. 2nd peso:(1922).

1.40
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"Mr. Sinnott22 X would like to ask the doctor is there any provision in the
bill sponsored by the Secretary on the farm milt on the lands to be irrigated?

"Dr. Mead. This bill does not go beyond the provisions for three things. One
is the dam-=-the reservoirand the second is the power plant, and the third is
the'All-American Canal. It does not deal with irrigation of new lands 20 at all.

"The Chairman. (Congressman Addison T. Steal]] That is reserved for
future legislation?

"Dr. Mead. Yes, sir.

"Mr. Sinnott. The Present owner can occupy his present farm unit?
"Dr. Mead. Yes, sir,
"Mr. Sinnott-No matter what that might bet
"Dr. Mend. Yes.
"Mr, Sinnott. What is that now in the Imperial Valley?
"Dr, Mead. Of course, it varies widely. There is not any law. There are a

good many ramie holdings there.
ft.
"Mr.. Sinnott. There is nothing in this bill requiring the landowner to sell

the surplus over a farm unit of 160 acres at a price to be fixed by the. Secre-
tary, as is now in the present reclamation law?

"Mr. Swing. no, air." (emphasis supplied) II
After completion of the hearings, Congressman Leatherwood of Oregon

prevailed upon the committee to amend its print of H.R. 9826 by including
an amendment requiring acreage limitation provisions in all contracts for
the delivery of irrigation water.22 H.R. 9826 was reported favorably out of
committee, was debated on in the House early. in 1927, but was not Toted
upon.

On the Senate side, onef of the Johnson bills, 5.3331, was also favorably
reported out of committee, but a vote on this bill Was blocked by a filibuster
conducted by Senator Ashurst of Arizona. During the floor debates on this
bill, .Senator Phipps of Colorado offered two amendments which would, have
incorporated express acreage lilnitation requirements. Neither of these amend-
ments was adopted.

While this third set of Swing-Johnson proposals did not contain specific
acreage limitations provisions, it did refer to reclamation law, making the
act a "supplement to the reclamation laW, which Said 'reclamation law shall
govern the construction, operation and maintenance of- the work . . " the
predecessor of 1 14 of the Project Act. The advice of Dr. Mead and Con-
gressman Swing in Committee, and the proferred amendments containing
express acreage limitation provisions must be read in conjunction with this

14 language in the bills, language which plaintiff now contends incorporates
the acreage limitation features of 1 46 of the 1926 Act. The timing of these
occurrences' is deserying of interest, for this Was the Congress which months
earlier had passed the Omnibus. Adjustment Act of 1926 and would pre-
sumably be most sensitive to the possibility of incorporating 46 acreage
Limitation into the Project Act by means of the language which was to
become § 14.

The 70th Congress saw the introduction of the fourth Swing-Johnson bills,
and at the outset one striking development is i.oted. While all previous.
Swing-Johnson bills had been identical, now Congkessman Swing's bill, H.R.
5773, contained a .specifle acreage limitation proviso, bT Senator Johnson's
bill, S. 728, did not contain any such limitation.

H.R. 5773 was reported- favorably and was passed by the House after
brief debate. In the Senate, Senator Ashurst proposed another bill, 5.1274,
which exhpressly included acreage limitation. The Senate committee refused
to take action on this bill and likewise failed to incorporate an amendment
by Senator Ashurst to 5.728 which would have added acreage limitation.
8.728 was reported out of committee with a recommendation for passage,22
but Senate debate on the measure was again bogged down in a filibuster by

10 Congressman Sinnott of Oregon.
*q.t., a "new" project, in the language of the Department. And 1 46 of the 106

Omnibus Adjustment Act, upon which plaintiff relies, only relates to "new" projects
or "Inv divisions" of old projects.

2t Hearings on H.R. 6251 and 11.R. 98S6 Before the Musa Pommittee on irrigation
and Reclamation, 09th Congress, pp. 32-33 (1926).

29 II. Rept. No. 1657 on H.R. 9826, 69th Cong. 2nd Sess. at pp. 29-30 (1926).
2' S. Rept. 592 on 8. 728, 70th Cong. lit Selo., March 20, 1928.
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the Arizona Senator. At the beginning of the second session, the Senate under-took consideration of H.R. 5773 under thee floor management of Senator
Johnson. Senator Hayden of Arizona had called attention to the discrepancy
between the House and Senate versions in the matter of, acreage limitationand proposed a corrective 'amendment. This amendment was not adopted.
Senators Ashurst and Hayden on several occasions called attention to their
rejected amendments and criticized the Senate bill for its lack of-nn acreagelimitation applicable to private lands.24

The statements of Senators Phipps, Hayden and Ashurst recur too fre-quently and are too pointed to be disregarded. While the statements ofopponents of a bill may not be authoritative, "they are nevertheless relevantand useful, especially where, as here, the proponents., of the bill made no
respUnse to the opponents' criticisms." 25

In this session, Sen. Johnson moved to substitute S.728 for ER. 5778 soas to retain the enacting clause of H.R. 5773 and the text of 8.728, leavingthe potential Act without an express acreage limitation provision. Senator-
Johnson advised the 'Senate that H.R. 5773 contained "like purposes and likedesigns" and that the substitution was offered to "preserve orderly legislative.
procedure." Unanimous consent to the substitution was obtained:a..-4his action is puzzling no matter how you read the completed statute withard to acreage limitation. Plaintiff contends that because there was unani-map consent, with no complaint even from Senators Ashurst and Hayden,the Senate believed that acreage limitation was incorporated by the generalreferences to reclamation law and that there was no real diffeience. However,
the numerous amendments proposed and the remarks during debate clearlyshow that Congress did not understand the two bills to be identical. Why
someone on either side of the issue did not point to this significant differenceis a question which probably cannot be answered now except by speculation.To conclude the chronology, the Senate passed this version of the bill,and the House did likewise shortly thereafter. President Coolidge signed itinto law on Decem6er 21, 1928.

There remains the question of why Congress desired to exempt these landsfrom acreage limitation when that policy had been a cornerstone of priorreclamation law. As noted in the discussion of the plain language pi thestatute. Congress enacted legislation recognizing prior rights to appropriationof Colorado River water which had been established by land cultivators inthe Imperial Valley. The proceedings before Congress show that 4t was awareof the water rights held in Imperial Valley and that provisioned §1 1, 6, 8,and 13 of the Project Act were designtid to protect these rights from chargesfor water delivery and to insure that rights deriving from the ColoradoRiver Compact would be recognized 27 The steps taken to protect these rights
were accomplished in recognition of the fact that the All-American CanalProject was not merely an arid lands reclamation project, but was a specialpurpose program designed for national purposes, including wat r negotiationswith Mexico, as well as for regional agricultural development.

VII. ADMINISTRATIVE PRACTICE

In construing a statute, weight must be given to interpretation placed onthe statute by those charged with its administration. Zemel v. _Rusk, 381U.S.1 (1065). See also Udall v. Tallman, 380 U.S.1 (1964). Respect for ad-ministrative interpretation is particularly appropriate when the administra-tive practice involves a "contemporaneous construction of a statute by themen charged with the responsibility of setting its machinery in motion, ofmaking the points work efficiently and smoothly while they are yet untriedand new.' Norwegian Nitrogen oProducts Co. v. United states, 288 U.S. 294,315 (1933)." Power Reactor Co. v. Electricians, 367 U.S. 390, 408 (1061).
After consultations within the Department, Secretary Wilbur on February24, 1933, advised the Imperial Irrigation District by letter that the acreagelimitation of reclamation law did not apply to priVate lands in the ImperialValley. This letter stated in pertinent parts as follows:
24 See g 09 Cong. Rec. 0451.
23 Arizona v. California, 373 U.S. 540, 583 n.85 (1903),2870 Cong. Rec. 07 (1928).
27 See, e.g., Remarks of Senator King in 70 Cong. Rec. 528; Remarks of Senator Johnson70 Cong. Rec. 233.

142
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"Early in the negotiations connected with they Ali- American Canal contract'
the question was raised regarding whether and to what extent the 100 -acre
limitation is applicable to lands to be irrigated from this, canal. Upon careful
consideration the view was reached that this limitation does not apply to
lands now cultivated and having a ,present water right. These lands, having
already a water% right, are entitled to have such vested right0 recognized
Without regard to the acreage limitation mentioned. Congress evidently recog-
nized that these lands had a vested right when the provision was inserted
that no charge shall be made for the storage, use, or delivery of water to
be furnished these areas.

In connection with the activities of the Bureau of Reclamation it has
been held that the provisions of section 5 of the reclamation act restricting
the sale of a right to use water for land in private ownership to not more
than HO acres will not prevent the recognition of a vested water right for
a larger area, and protection of the same by allowing the continued flowage of
the water covered by the right through the works constructed by the- Gov-
ernment.. (Opinion of Assistant Attorney General, 34 L.D. 351; Anna M.
Wright, 40 L.D. 116). On many projects it has been the practice to recogr
nize vested rights in single ownership in excess of 160 acres and to deliver
the water necessary to satisfy such rights through works constructed by and
at the expense of the Government. This is true of the Newlands project, the
North Platte project, the Umatilla project, and others."

Pursuant to Article 31 of the December 1, 1932, cItract, judicial Proceedings
for the confirmation of the contract were instituted n the California Superior
Court for Imperial County, sub. nom. Hewes v. All Persons. (Civil No. 15460,
unreported, 1933). The United States was not named a party but was kept
advised of all steps in those proceedings and furnished with copies of all
pleadings and papers flied therein. There was directly raised in the pleadings
the question as to whether the 160-acre limitation had application to privately
owned lands within the District. At no time did the United States voice
opposition to the proposition urged in the litigation that 160-acre limitation did
not apply to landholdings within the District, either by intervening in said
action, appearing therein as amicus curiae or otherwise.

The decision in said cause of Hewes V. All Persons uplield the authorization
for the the validity of the December, 1932 contract, as written, i.e., as being a
contract which, consistently with the knowledge and intent of the parties
thereto, contained no clause or provision having the effect of imposing the 160 -
acre limitation upon private landholdings within the District. The decision
expressly held that the acreage limitation had no application to Oivately mmied
lands within the District. At all times during the construction of the.
American Canal and thereafter, the United States was aware of the holdings of
the Superior Court. During the years When the All-American Canal was being
constructed, no one in the Bureau of Reclamation or Department of the
Interior suggested at any time that the acreage limitation was or should be
applicable to the Imperial Valley.

In 1941, B. P. King, an attorney in the Bureau of Reclamation was author-
ized by Commissioner of Reclamation, W. A. Bunks, under instructions of the
Secretary of the Interior, Darold L. Ickes, lo make a comprehensive study of
the excess land law. Pursuant to these directions, a report was filed in the
same year entitled "The Excess Land Provision of the Federal Reclamation
Law." In the report, Mr. King gave consideration specifically to the All-
American Canal. Mr. King concluded that the excess land provisions of federal
reclamation law were not applicable to the Imperial Valley.

In 1942, the' General Counsel for the Federal Land Bank at Berkeley raised)'
the question as to whether the 160 acre limitation was applicable to privately
owned lands within the Imperial Irrigation District, Imperial County, Cali-
fornia. Tle officials of the Federal Land Bank at Berkeley were informed by
the Bureau of Reclamation that the limitation did not apply' to such lands.

In 1946, the Bureau of Reclamation published its "Landownership Survey on
Federal Reclamation Projects." This survey reflected no excess land acreage in
the Imperial Valley.

Perhaps the most serious challenge to the administrative policy initiated by
the Wilbur letter arose in 1944-1945 in connection with negotiations for a
supplemental repayment contract to be entered into between the United States
and the Coachella Valley County Water District. Solicitor of the Department .

Fowler Harper rendered an opinion" on May 31, 1945, stating that Section 14
2471 Decision, of the Department of the interior 490 Appendix H at p. 583..
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of the Project Act carried into operation the acreage limitation provisions of
reclamation law and that acreage limitation should be incorporated in the

'Coneliella contract. He noted that Mb Wilbur letter was limited to Imperial
Valley, but he criticized it pn the basis that it disregarded all other excess -
land provisions except section 5 of the 1902 Reclamation Act.

Following approval of the opinion by Secretary Ickes, a supplemental con-
tract was executed on December 27, 1947, which imposed acreage limitations in
the Coachella Valley. Compliance was voluntary on the part of the Coachella
District, and no litigation on the issue ensued. Whether this acceptance was in
recognition of the correctness of the ruling or merely reflective of the fact that

,,here were few excess land holdings is unknown.
The Department was left in the seemingly anomalous pesition of, enforcing

acreage limitation in Coachella. Valley under the Project Act while allowing
excess land holdings in the Imperial Valley. It will be recalled that section 1of the Project Act prohibits charges for the "use, storage or deivery of water

. in the Imperial or Coachella Valleys." This apparently contradictory state
of affairs was called to the attention of Secretary Krug in 1948. In a letter toH. C. Hermann of the Veterans of Foreign Wars, commenting on this situation,
the Secretary noted that as a technical matter the Harper opinion applied only
to Coachella Valley. He further stated :

"Concerning, however, the substantive questions which relate alike to bothdistricts, we have concluded that inasmuch as the Secretary of the Interior
then charged with the administration of law construed the acreage limitation
as not being applicable to lands of the Imperial Irrigation District under thefacts as he then understood them, and it being clear that the then owners
atld subsequent purchasers of irrigable lands in The Iffiperial Irrigation District
were entitled to reply upon advice from the Secretary and thus establish an
economy in the district consistently with that advice, they. should not now beabruptly advised that the economy of the project Is to be changed under a
contrary ruling of the present officer charged with the administration of thelaw.

To the Kstent, therefore, Mat the actual fact situation with respect to lands
and water rights may be identical in the two districts in question, and to theextent that the advice furnished in the Coachella case would otherwise be ap-plicable in the Imperial case, we feel that we must allow that inconsistency,if such there be, to continue. I think that you will understand the positionwhich the Department must take in this matter in fairness to those who have
relied on its action, even though that action might now be subject to validquestion." (emphasis *supplied)

While the Secretary based his reluctance to press the Imperial matter fur-
ther on considerations of fairness to those who had long relied on the Wilburletter, he studiously avoided conceding that an inconsistency existed becauseSOlicitor Harper himself was not informed of the status of water rights in thetwo districts. In his opinion, Solicitor Harper states:

"Although the language of the letter of Secretary Wilbur seems broad enoughto include the Coachella Valley District lands, the letter was clearly intendedonly to apply to the Imperial Irrigation lands. It apparently assumes that all,privately owned land in the District was under irrigation and has a' vested
water right. Nothing in the files indicates whether such is the factual situation,and there is strong indication that the Coachella Valley lands are to a verylarge degree as yet not irrigated."

.There was of course ample data then available to show that in ImperialValley there were in excess of 400,000 acres receiving pre-project irrigation inreliance on rights to Colorado River water. The major weakness of the Harperdecision as it relates to Imperial Valley is its failure to deal with this queStion
of pre-project water rights. There was much discussion of how section 14 of the
Project Act made that act a supplement to reclamation law, but no discussion
of Congressional recognition of pre-existing rights under the Colorado River
Compact found in sections (I,' 8, and 13 of the Project Act. As has been notedin the discussion of Statutory language, there is no inconsistency between a
prohibition on charges for the use, storage and delivery of water and an acre-
age limitation provision, but there is such an inconsistency between recognizing c,the pre-existing rights and enforcing acreage limitation. TM' extent of pre-project dokelopment Is the heart of the difference between the Imperial and
Coachella situations. and this is why Secretary Krtig's statement of what hewould do if au inconsistency existed at that time does not represent serious

.
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and informed criticism of the Wilbur policy. That it was even less, a rejection
of that policy is evidenced, in part, by the negotiation in 1952 of a supple-
mental contract with the Imperial Irrigation District whin. made no mention
of acreage limitation .29 In Article 17 the supplemental contract reaffirmed the
contract of December, 1932. Such reaftirmance expreffsly continued in effect the
1932 covenants with reference to the satisfaction of perfected rights, the con-
trolling effect of the Colored° River compact and the other provisions of the
1932 contract earlier mentioned herein.

On February/5, 1958, Solicitor Bennett of the Department of the Interior
wrote the Solicitor General of the Department of Justice in connection with
the then pending case of Arizona v. California 373 U.S. 546, and the cfuestion
posed by Arizona in the oral argument therein as to whether the 160 acre
limitation was applicable to the lands of the Imperial Irrigation District. So lici-
tor Bennett stated:

"The water contract between the 'United States and the Imperial Irrigation
District was executed December 1, 1932, some 25 years ago. The negotiations
leading to the contract were lengthy and extensively in the public view. Except
at the time of court confirmation, am not aware of any challenge as to the
legality of the contract during this entire period. Water has been delivered to
the lands of Imperial District pursuant to the contract since the early 19404,
I am not aware that any administrative action has been proposed or taken
either by the preceding administration or by this one to recognize or enforce
application of the 160 acre limitation to the lands of tho Imperial Irrigation
District."

The United States acting through the then Secretary of the Interior accepted
the contract as 'having been confirmed and acting thereon proceeded to initiate
construction of the All-American Canal and engage upon a variety of trans-
actions in reliance upon the validity of the contract. There must surely arise
a point of time, again I believe long since past, when the contract in keeping
With the tryms of Article 31 became binding upon the United States and the
District. To treat otherwise at this date could have far-reaching effect."
(emphasis supplied)

This history of the administrative practice has necessarily been selective, but
a thorough review of Departmental policy has failed to disclose a departure
from the interpretation initiated by Secretary Wilbur until 1964. This inter-
pretation was followed during the incumbencies of six successor Secretaries
and four Presidential administrations.30 From time to time during the period
1933-1964, a few individual members of the Department expressed doubt as to
the validity of the Wilbur opinion, but these doubts never crystallized into an
official repudiation. The Supreme Court commented on a similar situation in
United States v. if idteest Oil Co., 236 U.S. 459, 472473 (1915) :

"It may be argued that while these facts and rulings prove a usage, they do
not establish its validity. But government is a practical affairs intended for
practical men. Both officers, lawmakers and citizens naturally adjust themselves
to any long continued action of the Executive Departmenton the presumption
that unauthorized nets would not have been allowed to be so often repeated as
to crystallize into a regular practice. That presumption is not reasoning in it
Circle but the basis of a wise and quieting rule that in determining the Meaning
of a statute or theyexistence of n power, weight shall be given to the usage
itself even when the validity of the practice is the subject of investigation."

VIII. CONGRESSIONAL KNOWLEDGE AND APPROVAL
OP TIIE WILBUR INTERPRETATION

The failure of Congress to revise a statute or take other affirmative action
with respect to an administrative interpretation of a statute is often competent

0Former Solicitor of the Department Edward Weinberg, who partlel_pated in these
eontraet negotiations. testified that the Department bad considered including an acreage
limitation- clime in the eontraet. but that this item wall dropped because the Depart-
ment War] then preoccupied with the problem of treaty coMmitmehts to Mexico for
delivery of water. Also. it was rerognized that the District would not have signed a
contract ineorporating acreage limitation. After considering these factors, the Depart-
ment was.of the opinion that inelusion of acreage limitation, for private lands would be
"ceunter-produetive."

30 Secretary !ekes under Presidents Roosevelt and Truman; Secretaries King and Chap-
man under President Truman: Secretaries McKay and Seaton under President Eisen-
hower. During his tenure under President Kennedy. Secretary Udall did not disturb
the interpretation.
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evidence that the interpretation is congruent With the legislative design. Nor-wegian Nitrogen Co. v. United States, 288 U.S. 294 (1033). Cf. Red Lion
Broadcasting. Co., Inc. v. Federal Communication Commission, 395 U.S. 367
(1969) ; Zemel v. Rusk, 381 U.S.I. (1905),

Congress for more than 30 years was fully aware of the 1933 ruling and
interpretation of Secretary Wilbur and of the administrative practice predi-cated thereon. The Imperial Valley situation in light of such interpretation
and practice was called to its attention in appropriation hearings for .theconstruction and operation of the All-American Canal, at the hearings onthe Central Valley and San Luis projects and at the hearings on the Small
Projects Act of 1958.

Beginning in 1943, effoits were made in Congress to exempt the. CentralValley Project of California from the acreage limitation. These attempts
generated a fierce debate over the basic policy of land limitation, which con -tinued fop more than three years. In the end, advocates of the 160-acre
limitation were successful as regards its application to -Central Valley. While

. the inapplicability of the acreage law to Imperial Valley' was repeatedly cited
to Congress, the validity of that position went unchallenged. On the, con-
trary, the Bureau of Reclamation never flagged it its support of the Wilburruling. Typical is the testimony of Assistant CommisAltiber Warne before
a Subcommittee of the Senate Commerce Committee in connection with theOmnibus Rive'rs and Harbors bill of 1944:

"Representative Elliott; Why vies the limitation lifted in the Southern
part of California down in the Imperial Valley? Why was the 160-acre limita-tion lifted? That applied there, just the same as it did elsewhere.

"Mr. Warne: No, there was never a 160-acre limitation applied to theImperial Valley.
"Representative Elliott: It came under the same Act, the Act of 1902."Mr. Warne: No, I am sorry, I think you will find that the Boulder Canyon

Act authorized the All-American Canal, and that the provision did' not applythere except as to public lands. ..." 31
In Addition to the foregoing, copies of the Bureau of Reclamation's excess

land surveys of 1940 and 1964 were filed with Congress.
At no time from 1933 to the present has Congress taken any action inderogation of the propriety of the Wilbur Interpretation or of the long

standing administrative practice which followed it.
It :has been observed that to attribute significance to the inaction of Con-

gress is often a "shaky business." 32 In the case, however, some weight mustattach to this knowing inaction. Congress would hardly h;ve ignored theDepartment's failure to enforce an important provision of reclamation law.Accord, United States v. Gerlach Livestock CO., 339 US 725, 735-736 (1960).
The court accordingly holds that the defendan't Imperial Irrigation Districtis not bound by the land limitation provisions of reclamation law in the

delivery of Colorado River water to any of the privately owned lands withinthe boundaries of Imperial Irrigation District.
The court further holds that the land limitation provisions of reclamationlaw have no application to privately owned lands lying within the ImperialIrrigation Ilistrict.
Counsel for defendants may present an appropriate judgment.
Dated : January 5, 1971.

HOWARD B. TURIENITZCZ,
Judge, United State: Distriot Court.

31 Hearings on MD. 3001. before a Subcommittee of the Senate Committee on Cont.metre. 780 Congo 2(1 Sem, Part IV. page 599 (1944).
s Power Reactor Development Co. v. International Union of Electrical RadioMachine Workers, 307 U.S. 390, 408-409 (1000).

(
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rIThd :am. ti, 1r/2Cherir, U.N. District Oeurt, Masters District of Co Wends, by
Deputy Citrkl

In the United States District Court, Eastern District of California

No. 2488 civil

UNIT= Suns OF AurarcA, PLAINTlinr,

- vs.

TULARE LARY CANAL COMPANY, A ,COSPOSATION, DXSZNPANT
and

T1TLARS LA= BASIN WATIR STOSAGS DISTRICT AND SAM LAND COMPANY,
A COSPORATIoN, INV:SUNOS ORSYNDANT

.fie, randion cst4 Order
The 'United States brought this action for an injunction to restrain the

defendant, Tulare Lake Canal Company, from delivering stored water re-
leased to it from Pine Flat Dam and Reservoir to any lands in excess of
100 acres in any one ownership unless the owner complied with the legal
requirements of reclamation law.

Intervenors, Tulare Lake Basin Water Storage District and the 'Salyer
Land Company, obtained leave to intervene as parties defendant.

Defendant, Tulare Lake Canal Company, admits that stored water is
being delivered to the excess land of the Chatom Company which has not
executed a recordable contract for the sale of excess land.

All parties concede that the Pine Flat Dam and Reservoir was built pur-
suant to the Flood Control Act of 1944 and that the terms of the Act
are controlling with respect to the delivery of water to the defendants.

Plaintiff contends that Section. 81 of the Flood Control Act of 1944 requires .

application of reclamation law and defendant contents that Section 10 2 of
the same Act prevents the imposition of reclamation law. Defendant also
claims that if reclamation law does apply, lump sum payment of allocable
costs of construction of thei,:dam relieves them of the 100 acre limitation
and also that applying acreage limitation to them would be unconstitutional.

The . value of a dam at Pine Flat has long been recognized as it would
regulate the flow of the Kings River and thus prevent flood damage and

1"Bereafter. whenever the Secretary of War determines upon recommendation by the
Secretary of the Interior that any dam and reservoir project operated under the diree.
tion of the Secretary of War may be utilised for Irrigation purposes, the Secretary of
the Interior is authorised to construct, operate. and maintain, under the provisions of
the federal reclamation laws (Act of June 17. 1D02. 82 Stet, 388, and Acts amendatory
thereof or supplementary thereto). such additional works in connection therewith as
he may deem necessary for Irrigation puniest's. Such irrigation works may be under-
taken only after a report and finding thereon have been made by the Secretary Of the
Interior as provided in veld federal reclamation laws and after subeequent specific
authorisation of the Congress by an authorisation Act: and. within the limits of the
water users' repayment ability such reports may be predicated on the *notation to
Irrigation of an appropriate portion of the cost of the structures and facilities need for
Irrigation and other purposes. Dams and reservoirs operated under the direction of the
Secretary of War may be utilised hereafter for irrigation purposles only In. conformity
with the provisions of this section. but the foregoing requirements shall not prejudice
lawful uses now existing: provided. that this section shall not apply to any dam or
reservoir heretofore constructed or in whole or in part by the Army Engineers, which
provides conservation storage of water for Irrigation purposes."

3"That the following works of Improvement for , . . the co rol of. destruelive /food
waters and other purposes are hereby adopted and authorised . . to be pr uteiLunder
the direction of the Secretary of War and supervision of the Chief 0 Engineers In
accordance with the plans In the respective reports hereinafter esIgnat and subject
to the conditions set forth therein....

"The project for flood control and other purposes for the Kings River and Tulare
Lake Basin. California, is hereby authorised subitantlall in accordance with the plane
contained in Douse Document Numbered 630. Seventy...ix h Corner . third session, with 4,
such modifications thereof as in the discretion of the Secretary War and the Chief
of Engineers may be advisable at an estimated cost of $19.700, : Provided,' That the
conditions of local, cooperation specified In said document she not apply: Provided
further. That the fletretary of War shall make arrangements for meet to the 'United
States by the State or other responsible agency, either in lump sum or annual Install-
ments, for conservation storage when. used : Provided further, That the division of costs
between flood control, and irrigation and other water uses shall be determined by the
Secretary of War on the basis of continuing studies by the Bureau of Etielareatie, the
War Department, and the lotal organisation.. 7
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would provide water for -irrigation when it was needed instead of when
nature sent it down the stream. J

The U.S. Army Corps of Engineers proposed to build the dam as a flood
control project and the Bureau of Reclamation desired to build the dam as
* reclamation project. The legislative history cited by all parties to. MS
lawsuit supports their position as so much was said by Congress, the President
and the various governmental agencies . that citations are available for all
positions.

It appears that Congress settled the dispute in favor of flood control. Not
only did it entitle- the act authorizing the construction of Pine Flat Dam
and Reservoir the Flood Control Act of 1944, but it entrusted the construction
'to the U. S. Army Corps of Engineers under the direction of the Secretary
of War.

There were. many reasons which prompted. Congress to reach this decision,.
some of which are:

1. Studies showed flood control benefits to be greater than irrigation
benefits.
-2. The Government claims no water rights in the Kings Liver.
3. All the water rights to the Kings River are vested in the water users.
4. The dam would not create supplemental water which could be sold by

the Government.
5. Arid land would not be reclaimed by reason of the dam being built.
O. All the canals and ditches carrying water from the Rings River to the

farms are owned by the water users.
7. 200,000 acres knoivn as the Tulare Lake Basin are subject to flood and

drought, and are not adaptable to actual. settlement- as contemplated by the
reclamation laws.

Thus the Pine Flat Dam and Reservoir is not a reclamation or irrigation
project but is actually a flood control project with incidental conservation
-storage for irrigation. Congress provided that the water users pay the costs
of the dam attributable to conservation storage which the Secretary of War
has determined to be $14,250,000. In addition, the water users are required
to pay a share of the costs of operation, maintenance and contract adminis-
tration in return for the privilege of storing their water behind the dam.

Acreage limitations were not proposed by the Army Engineers in their
reports submitted to Congress. Congress adopted these reports and incorporated
them into the Flood Control Act of 1944. Congress never intended that acreage
limitatioas be applied to the water stored behind the Pine Flat Dam or it
would Wttie said so.

The Government contends that Section 8 (Footnote 1 supra) of the Act
requires the application of acreage limitations but this section would apply
only if supplemental water were developed which would be owned by the
Government and could be- sold, or to water that would be delivered through
canals and ditches built by the Bure i of Reclamation, neither of which
occurred.

Section 10 (Footnote 2, supra) of the 1944 Act specifically authorizes the
Secretary of War to make arrangements for payments to the United States
for water storage either in lump sum or annual installments and to deter-
mine the division of costs between flood control and irrigation.

The defendant, Tulare Lake Canal Company, having vested rights in the
water in the Kings Rfver and having paid the United States its share of the
cost of copstrueting Pine Flat Dam, as determined by the Secretary of War,
is not subject to the 100 acre limitation of the reclamation laws.

Therefore, the Government's request for an injunction is denied, because
reclamation laws do not apply to water stored behind the Pine Flat Dam,
and if they did, pay-out relieved defendant of the 100 acre litilitation.

In view of this conclusion, the constitutional questions raised by de-
fendant were not reached.

Counsel for defendant is directed to prepare and lodge findings of fact,
conclusions of law and form of judgment in accordance with the Local Rules
of this court.

The clerk of this court is directed 'to serve copies of this order by United
States mail upon the attorneys for the parties appearing in this cause.
DATED: January 5, 1972.,

02433 Q. 72 pt.3C - 10

I 4 -8

M. D. Ciooiro,
United Stdtes District Judge.
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Senator SrEvmsow. Our next witness is Ms. Dolores Huerta,
Vice-President of the United Farm Workers Organizing Committee.

STATEMENT OF MS. DOLORES MUERTA, VICE PRESIDENT,
UNITED FARM WORKERS ORGANIZING COMMITTEE, DELANO,
CALM

Ms. IithatTA. Thank you Senator.
I am grateful for the opportunity to testify here today. I believe,

as I ,Have heard these hearings and you have been talking about
laws and the breaking of laws and the establishment of the limita-
tion, it seems to me that you could talk about this for time eternal.
I think the fact that many of the large corporate growers have not
appeared at these hearings, the fact that th6 Farm Bureau Federation
didn't bother to show up, certainly shows that they know they have the
strength and phey are cynical enough too, to 'know they can stay
away from these hearings, and Jegahiless of what type of legisla-
tion this committee or anybody Ape comes up with, it won't make
any differenc4 becaiSe they have such a strong political grasp of the
rural economy, in the State of California and other States, that un-
less that political control can be changed, they can continue to do
what they so please.

Over the years this committee has had many hearings on the
problem of migrant. farniworkers. They are not talking about that
now, but the problems of farmworkers still exist and the only areas or
the only place where those problems haire been eliminated in the United
States of America, is where we have been able to achieve collective-
bargaining agreements. In those areas where we, do have union con-
tracts the laws are being enforcedi Children are not working, people
have protection from discharge, people have drinking water and toilets
in the field. They are not being poisoned by pesticides, but only those
cases, because the law enforcement body in those areas are the union
stewards, and the ranch Committee..

I think it is because we only have One-tenth of the farmers in
the country, 'one-fifth of the farmers in the State of California,
under contract, and less than 1 percent of the farmers in the United
States are under contract.

We even hear we have been able to accomplish miracles, because
we haVe established some cooperative programs. In Kern County,
with all of the millions of dollars in subsidies that the, growers
have received, they have never bothered to establish one social
program, a clinic or anything else. We have a clinic staffed by
doctors and nurses that is treating farmworkers a day, and it was
built by the farmworkers without 1 penny of Federal money or, any
kind of a Federal program or any kind of tax writeoff or subsidy
or anything.

We have a credit union that lends more than $3 million of farm-
workers' money to themselves, the. first of its kind in the Nation.
We have a service program in several States where farmworkers;
can go with their problems. We have a gasoline station where farm-
workers can bitylheir gas cheaper'than they can in town. We have

i49.
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"a death benefit insurance program, which is also on a cooperative.
basis, ..when there is a death.in the family. When you talk about
farmworkers' income being only .$2,000 or $3;000 a. year, a deathin theJamily can he a very:devastating thing, We have a death-

:. henefit program where. faryiworkerS.-can get $1,000' and a death
benefit of$500for. each.defien-004.. , X

We -are beginning. construction of ,the village, which will be
home for the ,retired Filipiriosoworkers° who were left abandoned
and could not -marry: because, of discriminatory immigration laws
anediScriniiiltifory Stitt; ko-they -could not Marry. Cducasians.

We have. u medical plan in 6ur union contract so we get full
,medical,:-.care. including Hospitalization, and maternity bbnefits, for
'working. only 50 hours under a minimum plan and 250 hours under <
a major : plag. This we have done-vilthout any help from the, -gOv-.
ernnient In fact, the governinent has been in opposition tq every-
thing we are doing. I..am talking :about the State governrhent,1
ftni.talking about die Federal Government. Our obstacles are fantastie, 'fwe are not saying this in the form ,of complaint..

W,e, are willing to. continue to do this'. to fight jail by inch for
evert ,contract that we have. lire have 104 .a.little success:and much
publikized .succesS and people 'think we are yeally:.much.bigger than

. we life, so our'opposition lies grown.
The Farm Bureau Tedemtion; 'who. ChoSe net AO. testify at these

hearingq, the Natibnal 'Right to.-WorkVommittee, are participating
jn .a ,vendetta, mid a very riational.prograM to destroy our -union.
They are trying to .(1.0 thhr.throughilegislation. They are trying to
.do this in .terms Of trying Osetnplegislation in every State which

'.- wont(' outlaw the boycott and would install company unions in
:every'State, atitIthey.havegoitio Of these unions ready to go.

,IyhaVe sUbtnitted a gittip of exhibAs here which will shOwthe
. *Canection .betwceen.,' Allen Grant, the vice president. of the Farm' Burean,. and this, cOnneCtion'Atith. tin; National Right tc),,Work Coin-

.mittee .aitt.iieir written, anl italicized opposition to our" union:b.
While thole reactionaries- express' their intention Very openly, it

is aniazinvhoW many 1,1berals or people who think thaethey know.,
what is cright,;:foethe farmworker .have been duped into accepting

:their tactics, to place tarniworkerg- in legislation to. restrict organ-
izing. and,. -therefore, .make solution that migrants' problems in
farming-afe impossible tqesollic.,e-

People have talked-duting.thcourse of these hearings about the
fainiworker kirng- placed under the national labor relations law.

("ongressman Sisk, you know, he, sort of hemmed and hawed,
when- people, asked him what about the violation of

to
cotton

subsidy -program.' He never did' give a straight answer to that one,
but he was very adamant that farmworkers should be under the
NLRB and therefore not, have the right to boycott and therefore
not be able to get contracts:

Even if we were placed under the national labor relations law,
we could ,not. have the help that other unions had when they were
organizing. Thirty years ago when, other unions were organizing,
they could harvest strike, they could sympitthy strike, they could
not handle. They had many advantages; we have none of these
advantages.
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None of the labor unions that are now organized and are covered
by the NLRB can help us.. Even if they wanted to, they couldn't,
because even if we had the Wagner Act, they couldn't help us; they

°couldn't handle; they could not sympathy strike; or they would net
harvest strike; so any type of legislation such as the Wagner Act or
the Taft-Hartley. would. put us right back where we are now.

The only thip.g. we could do would be to conduct the boycott as
we have been doing. When $hey talk about elections, you have a
community climate in the*:State of California, that is, in rural
California, anywhere in rural America, where a -farthWorker has no
economic or political power. It would be impossible to get an elec-
tion that would befalr to farmworkers. You can't legislate com-
munity climate, especittlly when it is organized, when it is 4 paid
effort. The growers haveicomplete control of the courts, the law
enforcement, .and other goNtornental bodies.

It is interesting that under^the cotton 'subsidy investigations one
of the men who was in charge of the program is one of the people
who is in violation, Mr. Frick, and yet, you knew, our legislators
are supposed to represent us and they came to his defense.

There is an on-going' conspiracy between the State government
and I should say some of the Federal agencies with the growers
against the farmworkers. We can point this out with Governor
Reagan and his recent veto of the unemployment insurance bill
which we fought very hard. to win and which he vetoed, even though
the small growers were in favor.of this legislation.

iThere is no enforcement of the laws about children working or
pesticides. Farmworkers can't expect to win in governmental bodies
in California, I don't care how many laws are made,.

I don't, know if the committee has seen this. Senator I hope you
have time to read this. This is a series of articles written by Ron
Taylor of the Fresno Bee. This will open ydur eyes. to the .fact
nothing has changed in agriculture, nothing has changed in agri-
culture; even the laws have been passed that are supposed to,protect
youth from working. The cynical attitude the Farm Bureau and the
people who are ,supposed to enforce these laws have is clearly indi-
cated in these series of articles.

The Farm Bureau and the growers are so confident that they
have the rural cominunittes tied up that they even publicize in the
California Farmer instructions about how. to tie up a local com-
munity. They say on the local scene you should contact the Chambers
of Commerce, the JC's, the city council, the board of supervisors,
all' law enforcement agencies, the California Highway Patrol, all
churches, all local s the school board, the real estate asSecia-
tion, the PTA m%ting, the telephone company, all media, the city
and county health authorities, every merchant in the town, the'wel-
fare department, the Farm Labor Office, the district attorney, the
chemical and fertilizer suppliers, and the labor contractors: This
is an instruction on hew to set up the citizens committee for agri-'
culture to fight unionization.

Have a prior agreement on a procedure with the police, the sheriff
and the highway patrol. Check with the school board to see if buses
can be used on weekends. Have a committee member tell hotel and
motel and roominghouses in advance what happens when Chicanos

51
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move in; they can and should refuse to rent to the union. This isexactly what happens.
Make sure the California rural assistance and the. 0E0 under-

stand in advance that the citizens committee is watching them like
. hawks.' Tell them personally and repeatedly that no Federal- em-

ployee's time, facilities, telephone, his paper, office, or even an old
outhouse are to be used for any union activities whatsoever and
make sure. the public knows immediately about even the slightest
violation.

Ask the' county board of supervisors for additional funds fordeputies.
This is in a published magazine. The Farm Bureau has given

instructions to local communities on how to organize the communi-
ties to fight off the unionization of farmworkers.

As we win contracts, farmworkers don't haver.to be afraid of
losing their jobs or being blackballed for political activity and then
we will get enforcement of the laws because farmers wilt have thestrength to defend themselves.

Just last week in Delano, which is a city of 16,000 population,
the city council opposed our building permit to build the Agbayani
Retiremerit Village. This is before the board of supervisors. They
claimed that this would create urban sprawl. Union members went
to that meeting, and they had enough political prestige with theboard of supervisors so that the board of supervisors finally gave
us a building permit. But this isn't true where we don't have a
union contract because where we do not have a union contract the
-farmworkers do not have the political strength.

We have had fannworkers shot in the face by labor contractors.
They have been beaten by growers. They have been beaten by paid
hoods. We can't get complaints signed against them. But in Salinas
Valley where we had the labor strike, we had hundreds of workers
arrested for picketing. Our director was thrown in jail for 21 days
because he instituted a boycott. The court issued injunctions to pre-
vent us from doing any kind of picketing, from even having one
picket. So .it is quite obvious that, unless we get unions, and farm-
workers get strength in rural America, we are not going to get
any kind of political justice; we will not get enforcement of any
law,. I don't care whether it is the 160-acre law or the cotton subsidy
law or a child working law or the disability insurance law or any-
thing.

'De same legislators that have hurt farmworkers over the years,
beginning with the bracero program, Public Law 78, are the same

lones that are clamoring now to cover us under legislation that would
take away the boycott. But it is quite clear to us and I think to
everyone that the boycott is the only guarantee to win union pro-
tection and collective-bargaining contracts for farmworkers. We have
won many strikes and we have gotten recognition of growers and
then they have refused to negotiate and sign a contract. We had
this experience with the Colt _Ranch in Mendota, Abatti farms in
Imperial, and the Nature Ripe and Driscoll strawberry corpora-
tions in Salinas Valley.

a

i52



1770

In Washington State, at the Yakima Chief Ranch we had a strike,
an election. We won the strike and won the election, and we began
to negotiate a contract.

In the lettuce industry we called a moratorium in the lettuce
boycott on May 5, 1971. We engaged in 7 months of negotiations.
To this day we don't have a contract and it looks like we will
probably have to institute the lettuce boycott again.

There is something I want to note here also. It has been much
easier to unionize the employees of the conglomerates and the larger
corporati&s than of the small growers.

Part of this, of course, may be because of their vulnerability to
boycotts, but another reason is because somewhere in their organiza-
tion they have somebody who has some kind of a savvy altiut labor
relations. They have somebody in their organization who under-
stands that farmworkers should have a toilet in the fields and that
farmworkers deserve some kind of humane treatment. We don't
often have that experience with the small growers.

A farmworker is equally oppressed if he is being underpaid d
has terrible working conditions from a grower., that has 40 acre. or
one that has 40,000. The fact a grower is a small grower or a fa ily
farmer should not exempt him from having a responsibility to his
laborers, and his workers are equally entitled to the provisions of
the union contract.

I have here some pictures I would like to leave with the commit-
tee. This is farm labor housing which is really pretty bad. This
belongs to a company called Berringer, up in the Napa Valley. It
is a small wine company. This company is owned by Nestle's, which
is a conglomerate. We `have contracts with some of the Nestle'ki sub-
sidiaries. In this case Nestle's is willing to sit down and negotiate
a contract, but Berringer Bros. is holding out. would like to leave
these pictures with the committee to show the kind of housing
these farmers have to live in and then housing the farmerworkers
are living in at Christian Bros. where we have had a contract for
several years. -

In the Salinas Valley the only corporations that we were able to
get contracts with in the lettuce industries are the conglomerates:
United Fruit, Inter-harvest, Purex, and D'Arrigo, which is a very
large, family-owned corporation.

In the wine industry we have had. the same experience. We have
contracts with Schenley, Paul Masson, which is Seagram, Almaden,
which is National Distillers, Gallo, Hubliii4Christian Bros.

We are having an awful lot of trouble getting the smaller com-
panies to sign contracts, even though their workers want them, they
want the contract, they come out on strikethey simply fire them.

It seems that the only way we can force growers who do not
negotiate with their workers is to have a productwide boycott such
as we conducted in the grapes, which took a tremendous amount oL,
energy_and time.

The role of the chainstore in the boycott has been raised several
times during these hearings. Here, again, we should note that the
trend toward monopolization by the grocery market by a few chains
such as Safeway has set in pretty deeply. Agribusiness interests sit

1
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on the board of directors of Safeway. Safew4 is producing manyof the products that they sell, therefore competing directly withthe growers that they buy from. The consumer does not have achoice about which products he wants to buy, Safeway makes that
decision.

We insist that Safeway has a responsibility to the consumers and
to the general public. We insist that Safeway should not sell prod-
ucts that have been gathered from the exploitation of farmworkers.
We insist that Safeway has the responsibility to sell products that
have been picked under sanitary conditions. If they have the freedom
to grow and monopolize, they also have a corporate responsibility
toward farmworkers who produce the food and the consumers who
buy the food. If Safeway does not take the responsibility seriously,
then the consumer should. be free to boycott their stores.

In the area of food distribution, there has been a serious lack of
total responsibility. It is sad to think that fruits are left lying in
the field, such as peaches. This year, I think, there was something
like a 60-percent peach drop in California. This was devastatingto the growers, it was devastating to the farmworkers who wentthere to pick that fruit and had no work when they arrived, and
also to the consumer who is having to pay a higher price for his
canned peaches.

There were oranges which were left unpicked and other fresh
produce was not harvested because there was no market price, yetthe poor people in California, the people in the cities of America,
cannot afford to buy food. They can't afford to buy fresh food, they
can't afford to buy processed food, because the prices of food are set
so high that if they have to make a choice between beans or meat
and fruit, they have to choose the other.

I might say in many of these cases the grower doesn't have a
thing to say about the prices set for the product. This is done com-pletely by the chainstores. When you say to the growers: "Why don't
you get together and bargain with the processors," they are afraid,
they might not buy their product. It is sad to think they have thesame right of bargaining power that the farmworkers have, but
they are unwilling organize to get their bargaining power going.
They want to take their profits out of the sweat of the workers.

The role of growers, the shippers, the distributors, and the chain-stores is not that of providing an adequate food supply for the
Nation, but it is only geared to its methods to increase their owp.profits. So we have a dilemma of agricultural surpluses, hungrN.
people in our land of plenty, and of giving away agricultural pro-
grams in amounts of billions of dollars to the already wealthy.

We think it is commendable of the Subcommittee on MigratoryLabor that it should deal with other aspects of agriculture, where
certainly one facet itterlocks with the other.

At the lowest rung on the agricultural totem pole, the farmworkers
need protection.

We need the freedom to continue the organization and/unioniza-
tion of farmworkers without legislative restraints.

We need protection from the mechaniption that will place thou-
sands of farmworkers on the already overflowing ranks of the unem-ployed.
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Yesterday you heard testimony from Jean Lewis rloris about
the situation in Corcoran, Calif., where the farmworkers are trying
to get food stamps in Kings Countyt ThesIS. are ex-cotton workers
placed on welfare roles. She said 60 percent of the. city is on welfare

trolls.., hese are cotton pickers who were put out of work from one
ye* ext bAthe cottonpicking machine.

WeRrave been able to prevent this, through the unions, to a degree
in the wine grape&They have developed a picking machine that is
exactly like th4' dcittonpieking machme, It throws everybody out
of work. They only need one operator, and one machine replaces
40 workers.

In our contracts we have held back the use of that machine be
cause the wine industry is making an awbvful lot of money. I think
they are making very huge profits, and they don't need that machine
at this point.

We need exemptions from the wage freeze. Just as the growers
4re exempt from the price freeze, we think the farmworker should
be exempt from the wage freeze because of their very low earnings.

We need to have the existing legislation enforced. We have had
a difficult problem recently in trying to get local law enforcement
and the Federal governmental agencies to investigate an assassina-
tion plot against UFWOC personnel.

I think, finally, we have to have some kind of financing that is
available at low interest rates to farmworkers, to small farmers, for
cooperative ventures.

It is unfortunate that small growers who are not unionized are
so blinded with the bigotry against unionization, because we do have
many, many problems in commonthe lack of bargaining power and
the lack of political power. But their attitude prohibits our working
with them and it makes it diffic It for the smaller growers who do
want to work with the union because they feel they are taking
sides and it makes it very hard work with them. So we will have
to wait until we find ways to nionize them, then we can start
talking to each other.

Senator STEVENSON. Thank you Ms. Huerta.
I might just say, in response to one of your suggestions, that the

phase II Economic Stabilization Act legislation, which Senator Taft
and I both worked on in the Senate Banking Committee, does con-
tain some exemptions, which I don't think go as far as you would
like to have them go, but they do exempt those making poverty
level wages and minimum wages from the freeze. And, of course,
efforts now are also being made in the Congress to increase and to
extend Federal minimum wage protections.

Ms. Ham. That, againSenator,.in the exemptions that now
exist, I believe, if. it is anyone who makes less,than $1.60 an hour.

Senator STEVENSON. That is one of the exemptions.
Ms. HtJERTA. The minimum is in our union contract. It is still

a problem for farmworkers who are seasonal, for farmworkers we
should talk about some kind of an annual rate. They don't live by
the hour; they live by the year. We have to talk about the farmers'
total income. The way they can jockey the records around, they can
make it look like a farmworker in making $2 an hour. Our minimum
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wage in our contracts is only $1.90 and $2 an hour, except the
Wineries has been raised to $2.40 an hour. The rest we signed last
year. This is still a poverty level for farmworkers. ,

Now, you have a class, all of the agricultural products are ex-
cluded from the price freeze, but the wages of the farniworkers are
still frozen, and we think that is inequitable. That again is where
you have the law working for one group of people and working
against the other.

Senator STEVENSON. I tend to agree with you on that particular
point. It was a point of concern to many a us in Congress, too.

The United Farm Workers Organizing Commitifee has been very
active in organizing farmworkers for the purpose bf collective bar-
gaining and the improvement of working conditions, but do you
think that a dream of the farmworker is not to work for a wage
but it is to own his own land, and to farm, it'with his own hands?

Ms. HITERM. It is a nice dream, but where do you.get the money
to buy the land? They can't even afford to buy cars to drive tomork.

Senator STEVENSON. It is being done.
Ms. ItcEaTA. The kind of interest the farmworkers are charged,

this is why our credit union is being part of the success. You know
we have in the unions a checkoff, and we have lent $3 million of the
farmworkers' own money to themselves.

Senator STEVENSON. The subcommittee heard testimony in Wash-
ington about. a strawberry cooperative farming affect. Are you
jar with the Cooperative Campesina effort in Watsonville, Calif:?

Ms. RITERTA. That has Federal support. Everything the Farm-
workers' Union has done we have done without that Federal money.

Senator STEVENSON. If the Federal programs are available, why
shouldn't farmworkers take advantage of them, get the credit that they
need both for the acquisition of land and equity, and become farm
owners?

Ms. MIERTA. That would be beautiful, Senator, if it could be-
come a reality.

Senator SREVENSON. In that one case in Watsonville it is a reality.
Ms. Ihream. If, in fact, it would be enforced in that manner,

because we find laws that are I'Vritten in one way and when it comes
down to the local level, again because of lack of political power of
farmworkers, it is not enforced on behalf of the farmworkers; it
is enforced on behalf of other people. I have no argument with that
if that would really happen.

Senator STEVENsorr. Federal programs won't really benefit farm-,
workers unless people want to make them operate properly. In the
case of the Cooperative eampesina, existing Federal programs have
been taken advantage of by people who wanted to make them work,
and they are making them work. I regret to say it is happening
nowhere else in thetcountry, but it appears to be happening in this
one case. It proves it can happen.

iIf there is more public interest and more public support for ade-
quate credit facilities for farmworkers who want either individually
or together to buv land and equipment and to go into business for
themselves instead of existing as the dispossessed of the country as
farmworkers, it might happen. You don't seem to be interested in
those Federal programs.
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Ms. HUERTA. Why Bayou say that ?
Senator STEvEzoor. You seem to be more interested and preoc-

cupied with simply negotiating and improving the working condi-.
tions of wage earners.

Ms. HUERTA. Senator, if we are having trouble getting -wages of
$1.90 and $2 an hous_ for farmworkers, if farmworkers are hav-
ing trouble getting credit, as I just said; to buy a washing machine
or buy food, and you are talking.now about making it possible for
them to get money to buy land, this is a beautiful dream and I think
we have to be practical. If they borrow the money, they have to pay
it back and they havb to have the income to do it with. Sure, we
are trying to get the political and economic power for farmworkers,
that is our whole aim, but first things come first and you have to be able
to, first of all, get the people together. If we would'have waited
for some Federal agency to establish a clinic for farmworkers--
the farmworkers could have some say -so in determining this is im
portant. Farmworkers have self-determination in saying what is going
to happen with their programs.

Senator STEVENSON. I think what you are saying is you have such
horrendous problems that it is really hard to see beyond the prob-
lems of the farmworkers. You have an immediate lob to do. You
have plenty of work cut out for you, negotiating, organizing farm-
workers, without trying to develop cooperatives.

Ms. Iit-ERTA. We do have some cooperatives developed, Senator.
They are not on paper, they are working, they are real, they are
actual. Our clinic is a cooperative.

Senator STEVENSON. I am speaking of farming cooperatives.
Ms. HUERTA. I am saying they have been dons, without any false

support. They will stand whether we get money from OEO or from
the Federal Government or anybody. They are standing on their
own because the farmworkers are paying for them and making them
run.
' Senator STEVENSON. Are you agaihst getting help for a cooperative
clinic from HEW or from OEO and, if so, why

Ms. HunTA. Sure we are, because at this point they would be
determining the policies and what would be done in that clinic.
Farmworkers should have a voice in determining the policies of
their own establishments.

Senator STEvuNsow. I think they are in the case of Cooperative
Campesina.

Ms. HITATA. We will wait acid see what happens. I think it just
started.

Senator STEVENSON. Normally after the debt services, the pay-.
znents on their mortgages, the families are each, I am told, making
about $10,000 a year from strawberries and zucchinis.

Ms. HUERTA. We will see what happens. We havp had a lot of
experience in organizing farmworkers and working with people, I
guess probably more than anyone in the country, but we also find
when you start a cooperative venture or any kind of a program
and something happens, the money is cut off and they can't con-
tinue, it is very devastating because the people lose hope. They don't
really learn how to run that business or conduct it properly and
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solidly so it will continue without the false financial support. This
is our concern.

We don't want, tottrro people in any way. If we start out a pro-
gram, we want to make sure it is going to stand up and they are
going to run it in all the programs we have as we go along between
farmworkers' programs. This is extremely important because, if
not, you become just another charitable agency that is doing things
so called for people without having their participation or without
having them review it. People have to learn the hard facts of life
and the hard facts of life are the economic facts of life.

Senator STEVENSON. I think one of the facts of life, too, is that,
giVen a chance to start and stand on their own two feet, people
will rise to meet new challenges.

Ms. HIIERTA. We are doing that Senator, Our union was built
by farmworkers and farmworkers who sacrificed tremendously: They
had to give up their homes and their cars. People in our union do
not receive salaries. We are still dependent on charity and contribu-
tions. They have learned this as way of life; the poverty and
the struggle are a way of life, anent hey are not afraid of it. I am
not sure- that people who work un. r a program that is federally
financed are learning that. .%

Senator STEVENSON. We are interested in the change face of
rural America. In many ways it is changing. One of e most
obvious changes has been the advent of large agribusinesses in farm-
ing. You indicated earlier that you have been more successful in
obtain'ng contracts with agribusinesses than with individual or
famil, farmers. Why is that?

M Human. Usually because, as I say, in the corporation's struc-
ti e they usually have contracts with other unions and so they have
a better idea of what human relations and labor relations are, so
usually somewhere in that corporation they will refer to an indi-
vidual or they will bring in an individual who has some savvy about
labor relations and so you can get to the point where they will
negotiate a contract.

With a smaller grower, they take strictly a negative attitude and
they won't come in until they are forced to.

Senator STEVENSON. Let me put a hypothetical case to you. First,
take a farmworker working without a contract for a conglomerate,
a big corporate farmer, and secondly a farmworker working with-
out a contract for a family farmera typical situation in each case.
Which farmworker is better off and happier?

Ms. IIITERTA. It is hard to say, Senator.
Senator STEVENSON. Is there a difference?
Ms. IItTEnTA. The farmworker in the State of California who earns

the least amount of money right now is probably in Fresno County,
which is the county that has the largest number of small growers,
and the wages there for farmworkers not under union contract
are very, very, miserable. You know, they are almost serfs. In addi-
tion to this, they have to compete with the illegal aliens which the
smallest growers arc the biggest violators of hiring. I am saying this
situation is not much different.

I wish you could have gone yesterday when you were in Fresno
to some of the homes because you would have been shocked. You
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would have seen conditions you expect to see in the South where
farmworkers live in North Carolina and Florida and °tiler places,
you would have seen the same situation. We have the situation in
Fresno County where the local farmowners will go to the welfare
department and get people knocked off of their welfare.

It is a very bad thing that is happening there. I don't know how
we can change the psychology f small growers, 'not everybody,
but I think most of the small gr ors.

Senator STEVENSON. Ho is tryi g to survive, isn't he?
Js. Iimrn. He is not surviving, he is blaming us. We are not

to blame, other people are to blame, but he wants to take his profit
out of the skin of the farmworker.

Where we have signed contracts, with the small growers, there our
relationship is pretty good. Recently the Hublein contract we nego-
tiated, the union negotiated a premium rate for the small grower.
We told Hublein any grower who signed a contract with the union
should get a premium price. I am sure if the RIO grower in Fresno
County would organize into cooperative marketing, even if you cut
off all the subsidies of conglomerates, they would still be a small
grower. They can't fight that battle, they are too busy fighting us.

I don't know how to reach them, but maybe, Senator, some other
groups can find some way to reach them. We tried. siSenator STEVENSON. Do you have any way of estimating how
many illegal entrants there are working in California agriculture?

Ms. HvEnTA. It runs into the hundreds of thousands, Senator. I
have a document in my briefcase and I can give, it to the committee.
This was a study made by the Los Angeles Times and it is interest-
ing to note that our State senators, like Senator Wake of Kern
County, came up publicly and told growers how they could get
around the law of hiring illegal aliens, just as the Department of
Agriculture came out and told the growers how they could get
around the cotton subsidy programs. This is an instruction by the
local State legislators to the grower on how tliey cdn avoid the law.

Senator STEVENSON. As you know, the state of California has
changed the law to make it, for the first time, unlawful to knowingly
hire an illegal alien. That law has not yet become effective, but it
will soon. When it does become effective, what will the results be
will it solve the problem?

M. HriarrA. It depends on the enforcement, Senator. As I said,
Senator Wake already told the growers in a newspaper article how
they can avoid the law.

Senator STEVENSON. The new law? '
Ms. ITUEIZTA. The new law, right. I don't know if we are going to

get any enforcement.
In the testimony I mentioned the Coit ranch, where we had a

strike on the melons. That employer was hiring over 250 aliens,
wetbacks, people who had no residential papers at all. We went to
the border patrol, we picketed, they made fun of us. They said, "Mr.
Coit has a tie-in with the Immigration Service." We tried for almost
7 days. The only waynve finally got action out of the border-patrol
and the Immigration Service was to call Congressman Philip Burton
in Washington. When we called Congressman Burton, we had the
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border patrol out here within 3 hours. Then we found that the man
had concealed compartments in the bunkhouse, in the roof, and in
the basement to hide the aliens. Before the border patrol got there,
someone went over to advise them, so they got away.

Senator STEVENSON. How much were they being paid?
Ms. IfuERTA, They were working on a piece, rate then and the

local workers had come out on strike to get a union contract and
so Mr. Coit brought in a lot of illegal aliens to break the strike. It
was a piece rate they were being paid at that time.

Finally, after the Immigration came in and pulled out the illegal
aliens, Mr. Coit sat clown and we signed a recognition. agreement
and we negotiated a wags. We still don't have a contract with the
company.

Senator STEVENSON. Senator Taft.
Senator Tem Thank you, Mr. Chairman.
Miss Huerta, you mentioned the boycott prohibition in the Na-

tional Labor Relations Act. If the .boycott provisions were entirely
eliminated from the National Labor Relations Act,- would you want
to be covered by the National Labor Relations Act.

Ms. IfuEirm. I think that the procedures, as they are now being
practiced under the NLRB make it very cumbersome for a union to
be able to get an adequate representation procedure and adequate
collective bargaining procedures, 'because when you have, such as
we have, a very active opposition by the Farm Bureau, by the Na
tional Right to Work Committee, when they are setting up com-
mittees particularly in their areas and there are many types of
movements from the grower, and the Farm Bureau and the Right
to Work people come to that grower and say, go sign a contract,
we will help you. Yoit have this kind of opposition. They will use
all of the maneuvers, the bureaucratic maneuvers of the NLRB, in
keeping them from signing contracts.

You are aware of th6 fact labor unions in the South covered by
the Board, labor unions in California, such as the Oil and Chemical
Workers, who tried to sign contracts with pesticide companies,
have had a difficult time under the NLRB procedures. Because the
way they are now being administered, it would take forever to get
a union contract.

Senator TAYr. You would not, your answer would be no, then?
Ms. IITTERTA. I would say the way they are administered, it would

be no.
Senator TAFT. To leave the labor area for a moment and to go to,

the other piece' of legislation that is pending do you have any feel-
ings relating to collective bargaining of producers with big pur-
chasing organizations?

Ms. Itt-Ennt. I -think I would have to see the farm growers be-
hind it. I don't think they are doing the small growers any favor.
Recently they had a cling peach bill in the State of California which
would have given, I think, money protections to the smaller peach
growers put out of business by Del Monte. The Farm Bureau and
DO Monte opposed that particular piece of legislation.

if think that if the smaller growers can organize themselves to
the point where they can bargain with the markets over the proces-
sors, I think it would be very commendable. I know for a fact in
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the winemaking industry there is just no reason why the small
growers can't get more money for their product, except they are too
busy fighting with each other and fighting with the union. Because
the wine grape industry, the wineries, the distilleribs, are making
an awful lot of money, but that -money is not coming to the little
growers". It is because they are completely at their mercy. They are
given a Price and they sell at that price. If they want to make any
extra profit, they take it out of the skin of the farmers.

Senator TAFr, There is a provision in that legislation requiring
the purchaser tonegotiate exclusively with the group that is formed
and recognized, in effect, and not to negotiate with any 'other grower
outside. In fact, \it is a closed -shop type of provision. Would that
affect 3rour opinion?

Ms. IIVERTA. It, depends on who i in control of the closed shop.
In the closed-marketing order there ou have Sunkist, which is one
of the larger conglomerates that co trots all of the orchard produc-
tion.

Senator TAFT. That is a cooperat ve, is it not?
Ms. IIriarrA. Right, but Sunk' t happens to control it and they

also then dictate the terms of len, how much, every independent
orange producer can produce.

Senator TAFT. Am I. correc n saying that Sunkist is a growers'
association?

Ms. IITTERTA. In that organization they also have small orange
growers; then, of course, they compete with other independent orange
growers that are not a part of that cooperative, but the small inde-
pendent orange, producer has a difficult time competing with Sunkist.
You have to be. careful, I think, when you talk about that type of
legislation, that you are not really legislating a monopoly.

Senator TAFr. Now, to move back to the first subject I talked
about, you stated in your testimony that you felt that. the coverage
by the National Labor Relations Act would prevent a product boy-
cott?

Ms. IITTERTA. Yes.
Senator TAFT. Do you think that is true? I understood-under the

protections of freedom of speech that -a product boycott., as such,
would necessarily be, permitted, even under the National Labor Rela-
tions Act today.

Ms. IIrEirr.A. That would be subject to interpretation. It might be
interpreted to mean, if we were trying to (2:et, a contract with Berring-
ton Bros which is a winery, and a subsidiary of the Nestle's Corp.,
if we might boycott Nestle's, since people don't know who Berring-
ton Bros. is, that might be construed as a secondary boycott.

Senator TAFr. That would be a boycott against the company and
not against the product.

Ms. IIrenrA. Nestle's is a product : it is a chocolate candy bar.
Like at Del Monte, if you wanted to organize their peachpickers,

and we had a boycott against Del
secondary

canned foods as a product,
that might be interpreted to be a secondary boycott.

Again with the chainstores in the bay area where Safeway con-
trols about :SO percent of the market, if you don't get Safeway to
cooperate, you don't have a boycott. If we picket Safeway stores, that
might be construed to be secondary boycotting.
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Senator TAFT. That might be. But picketing of the product might
not be. That is the point I would make.

Ms. Humr.A. I don't know. We certainly need all of these 'weapons.
Senator Tem Would you favor the workers whom you represent

as being covered by the Federal minimum wage law ?
Ms. HUERTA. They are covered but it doesn't do any good because

it isn't enforced. They say the laws are put away so they won't wear
out.

I know in the counties some people were picking cherries `and made
65'cents an hour. There were no funds in that field: I was told as soon.
as I went into the field that I didn't have to work with some black
people who were there. They said, "You don't have to work next to
those niggers if you don't want to." The Mexicans were all put into
the bad field and the Anglos who came down to pick cherries were
put into the good. field. This is the kind of jungle it is out there.

Senator TArr. The answer to my question, I take it, would be, then,
if you had a Federal minimum wage law that you thought would be
enforced, you would want to be covered, is that correct/

Ms. HUERTA. The only way we can enforce it would be if we had
union contracts.

No, I think the Federal minimum wage law should be passed be-
cause eventually the union will arrive and we will get enforcement
and the law will be on the books. You should be working for Work-
men's compensation in other States because somebody, some farm-
workers, even if it is only a handful, will get those benefits and it is
a door opener.

Senator Myr. The minimum wage law has Been effective in its
enforcement in some areits where no union contracts were involved.

Ms. HUERTA. I don't know of any. A
Senator TAFT. Rather strict penalties have occurred involving the

amount of backpay that has been involved in nonunion situations
throughout the Nation.

Ms.. IInEwrn. I am glad to hear that because I have an article
here that just came out about the lack of enforcement of the mini-
mum wage. I will leave that with the committee also. -

They found where places in Texas,. farmworkers were still earning
only 29 and 49 cents an hour.

Senator TAFT. I doubt if they are under the minimum wage law.
I question your earlier statement that most. of them are under the

Federal minimum wage law. I think most of them are not.
Ms. 1-ItuutrA. Most of the farmworkers are not ?
Senator TAFT. Yes.
Ms. HUERTA. That may be. I thought many were covered. In the

State of California where we do have the State minimum wage law,
that is not being enforced.

Senator TAFT. 'What do you see as the, future of the migratory
labor problem? Do you continue to se,e migrants, as such, fitting into
the picture or are we. talking rather about farmworkers within
limited periods of residei'e or lknited distances from their resi-
dences.

Ms. Human. I think, if unionization is alloWed to continue, and
that depends a lot on you gentlemen in Congress and the State legis-
lature, that we will see an end to the migreptit scene. In Delano, which
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is where we'lls..ve been active the longest, there have been .o.liont:fiire. ,

housing developments that lame been built, bah Public. houSing,Otid .-''
private housing and self-help housing, and farmworkers have settled ,.

down. If you could know the individuals that2We knew .who came
from Juarez, who came from Florida, Who cam9 'from Texas to
Delano to work, because the union was a support, a base, something.
they could look into. We were given seniority. rights in. the cantiatt
so they have the right to their lob when they come back so eventually -
they settle down. The turnover in the ranches 'Where we hoire.union
contracts has been cut down tremendously. The -first year of the Con:
tract we have a Jot of turnover. By the.' second, year and the third
year we have a stable work force. - . ...

Right now at the Schenley ranch I would ventureto,sOy there has
been a 10 percent turnover, and the Gallo ,ranch. likewise. g -the., '
migrant people will settle down and be in the community,. they will ',..
spend their money in the community,

Senator TAFT. I take it you feel that is desirable and I am inclined
to agree with you but let's take it back to area of th'e,country,
northwest Ohio, where you know migrant workers are used for par-

' ticular products. I wonder if your position on inechantiotion would : --

apply in that circumstance or would you say that it'wmild'IYil befter
in some ways to mechanize and eliminate the Migrant nature, ofthe..
problem. 'Would it be better to try to provide the peoplewho.are out
of a job as a result 'of mechanization with some resettlenlent or sow
method of earning .a livelihood without'being in the migrant status?

Ms. Hunnm. I don't know what the employmcnVrate is ih your.
State, Senator. I know the wages are pretty bad in yourState. They
are probably the lowest in the Nation. If you liairwhigh .unemploy-
ment and good wages, people come to work. That has happened in
California. People are c ing bark to farmwork. We have high
school dropouts and gradua es,. people who have-gone toLos Angeles
and San Francisco to work it the cieies, who come back to Delano..

Senator TAFT. What I amt ing to deternao is your .assessment
of whether you feel we ought to ontinue to rely on migrant workers
even under contracts at sound rat of pay, or.,*hether the migrant
in the problem is something we bug t to phase out if we can provide -
other mans of handling the types of roclucts.inYelved.

Ms. IrrEnnt. Again, you are talking . houtpeqple versus machines:
If you have people ,unemployed in the .. tlate and. they Can be, put to
work at an adequate wage, that would be otter for:everybody.

Senator TAFT. That has happened, Oc.purse. Many migrants have
come. and staved in Ohio and worked in industrl.

Ms. HiTEirrA.. That is what has happened and it will happen in
agriculture also, you see. Once the social :stigma. and tlie slave wage
and the slave attitude is removed from that, people will go back -to
farmwork. You know, right now, if our farm-workers

Senator TAFT. The problem in Ohio, ai4 compared to California, is
that farmwork is far more highly .seasonal.'

MIL Ifunnnt. It can't be any more seasonal- than in the wine grape
industry.

,

Senator TAFT.. There are other industries, farming industries,
which have an on-going_need f9ir, labor throughout the year, at least
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more.throughout the year in California than there are the.climateSlike Ohio. . / '40
Ms. HuERTA. How many months of employment are there'?
Senator TArr. Probably about three.
Ms, HularrA. We haie to look at the situation. I am pretty sure'

it could be worked'orked Out ;where local people could do that work even-Wally or the migrants who. are migrating would settle down and
do it.

Senator TArr. Thank You very much.
Senator STEVICISON. Ms. Huerta, I wish we could continue this

conversation. It is now 1:30 and our afternoon session was salad-
uled to start a, half an hour ago. We are running about an hoer and
a half behind schedule.

I thanky,ou very much for joining, us and helping us. Your stafe-
ment will be entered in the record along with any exhibits or other
materials you want to submit With it.

Ms. lIvErm.A. I would like to leave this book ttot has a: foreward
by Senator Fannin. It is a very vicious book against the union and
Caesar Chavez and some corresponding exhibits to talk about it.

I would like to furnish the committee with some information of
the involvement of other giant corporations that are in this fight
.against, the union, helping canners and growers to love the corpora-
tions, and many others that are contrilniting to this big fight against
us.

(The prepared statement, exhibits,' and other information sub-
mitted by Dolores Huerta follows:)

PROBLEMS IN OROANIZING 'FARMWORKERS

UNITED FARM WORKERS ORGANIZINO COMMITTEE A1L--(10

Throughout the years that hearings were held on the problems of migrant
farmworkers, the progress of resolution of these problems was almost nil.Everyone grieved over the problems of the farmworkers and hoped and prayedthat something could be done. Ait last the miracle occurreda leader, arosefrom the farmworkers and they rallied around him and the ice was brokenfor the end of the oppression and exploitation of farmworkers through thedevelopment of the Union.

Lets just have a resume of the results:
A. 20,000 farmworkers In California, now covered by 'union collective bar-

mining agreements, have a guaranteed minimum wage of $1.00, $2, and $2.40ho irly minimums. Yet in areas in California where farmworkers do not havethe protection of TIFIVOC contracts, they are earning $1.50 to $1.04 perhour and as little as 50 cents and 05 cents an hour on piece rates. Assembly-
man. Keteliems Committee on Agriculture reports that farmworkers covered -by U union contracts earned twice as much money as those not covered. (seeexhibit 1).

B. Union members have protection from 'discharge.
C. Seniority rights are held by the worker.
D. They have a grievance procedure.
E., There is the elimination of child labor in the fields where we haveunion contracts.
P.,There laprotection from Pesticide poisonings,
G. The labor contractor or "crew leader" system has been eliminated

through the establishment of the hiring hall.
If. There is enforcement of Sanitation Laws . (i.e. toilets in the fields),drinking water, hand washing facilities, protective clothing.)
Other benefits that a union member lins !mimics a medical plan that ,coversfarm workers and their families with doctors visits, prescription care, ma-ternity benefits, hospltalikation benefits and laboratory tests. There is a

6=133 0 -12 - 0.3e it
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minimtna card' plan for workers that work only 50 hours and a larger plan
for 'those, that work 250 hours (one month). In addition to this there have
been two farkn worker clinics builtone in Calexico and one in Delano
which are fill -time clinics with full time staff that axe seeing union members.

daily. ., ,' -.
A facia workers Credit Union, that has ade- lo s of more than a half a

million ;dollars of farm 'workers jnoney o farm ivor ers. The first of its kind
in the Alnite4 States, it was establis d in 1963 be re any union contracts
were obtained. The Credit Union taffed with far workers who do the -
accounting and it is directed by f m workers. -,,

There is an ongoing servic rogram for farm workers in siX states; Cali-
fornia, Arizona, Texas, Tior a, Washington, Oregon, and New York. This pro-
gram helps tile farmor rs with their miscellaneous problems. This includes
helping them- deal wit ther agencies.

The cooperative oline station is another service provided by the union:
The union has a death benefit insurance, program that covets all members

and their.- dep entsr-$1,000 for the member and $500 for each dependent in
case of cleat This benefit is available to members whether or not they are
covered by2the collective bargaining agreements.

T The first retirement village for "worn out" farmworkers was established.
The Agbayi4ii Viliage, in Delano, iiliff-Filipino farm workers who are now
destitute, alone victims of the racist California Laws and Immigration Laws
which, forbade Orientals to ,Kry Caudas10 and therefore destined them to
live as labor slaves in 11114-* camps withifut wives or children and to fade
their retirement years as forgotten men. '

All of the -above programs have been achieved without government subsidies
or Federal funds of any kind. '-

This has been achieved. for.seny-20,000 worWrs in the States of California
and ArizOna--less than one tenth of the labor force of these two states. As
I said 'earlier we hen barely scratched the surface and t)te most bitter part
of this is the refiectidn of the titanic struggles that the farm worker's union
has had to make for every inch of success. 1 victory that would not have
happened had not far workers left their homes to go to every major city of
the U:S.- and organize support of the people of good will to support our strug-
gle through the non-vi lent action of boycotts. . ,

This is not said in the form of a complaint. UFWOC is prepared to con-
tinue the contract by contract fight for the rights of workers. But there are
those forces : who are against the farm workers having a decent way of life
or the selfTdetermination of their own union. They- are trying to handcuff
the ,,efforts of the farm workers by the legislative process. These organiza-
tions are against farm workers having even the basic human minimal protec-
tions that are needed for them to perform the work for their agricultural
eniployers:

Throughout the history of California the ame giant corporations which have
dominated this state's .economy and are part of the agribusiness establishment
corporations like PG&E, Bank of America, DiGiorgio 'Corp., Calif. Canners &
Growers, Del Monte (formerly Calif. Packing Assoc.)have given both financial
and moral support ,to Movements and organizations-41ke the Associated Farmers,
the Calif. Farm Bureau, the National Right-to-Work Committee, and the various
grower and corporate opposition groups the UFWOC has encountered in the
San Joan Valley in the last six yearswho have actively sought to deny farm
workers the right to organize and destroy their union.

,The Farm Bureau Federation in National Right to Work Foundation, the
John Birch Society and growers, have joined together to propose and promote
legislation that would establish organizations that are sympathetic to the
growers and that would not represent the needs' of farm workers.

It is interesting to note that the Farm Bureau Federation and their so-
called "Citizens for Agriculture" committee actively opposed unemployment
insurance coverage for farm workers in the state of California, and the par-

' ticipation of the State Department of Public Health in establishment of
pesticide regulations. They claim to be concerned about the rights of farm
workers to choose their own representatives, yet their real intent is to stop the
unionization of farm workers, as you can see by the enclosed documents.

While these reactionaries express their intention very openly, it is amazing
how many "liberals" have been duped into adopting their tactics to place farm
workers under legislation that would restrict organizing, and therefore, make

1 6 5
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the solution of the myriad hardships that farm workers suffer daily impossible.I do not think that you can legislate community climate and communityactivity against UFWOC, especially when it is a paid, organized effort. Thereis complete control of courts, law enforcement, and other governmental bodiesby growers. The on-going conspiracy between the government and-the growersis evidenced by Reagan's veto of-or hard-won measure (unemployment in-surance for farmworkers) that pass d legislature. There is lack of willingnessto enforce laws that are supposed' to protect farm workers (i.e. sanitation,pedicides, illegal aliens, children Working, minimum wages, workman's comp.,ete,'). All of this clearly shows that farm workers cannot expect to win justicethrough governmental bodies in California. So confident are the Farm Bureauand the growers that they have the rural communities tied up, that a recentpUblication in the California Farmer tells growers how to establish citizensCommittees. And I quote from Exhibit two(outlined paragraphs of article.)AS union contracts are won and forth workers do not have to fearmteingfired from their jobs or black listed for pnlitital activity, they will havelhestrength to defend themselves in their community. An example of thigh hap-pened in Delano, California, a city of 16,000 population. The :city douncilopposed the permit to Construct the prior mentioned Agbaymalretirementvillage because they said it would create "urbart sprawl. As this site was tobe 'outside of the city limit, the union members had enough political prestige60 the Kern County Board of Supervisors to offset their.opposition.
However, in areas where the collective' bargaining agreements have notbeen won, the situation is just the opposite. Farm workers shot and injuredby labor contractors and growers, can not get the local District Attorney to

issue complaints against their assailants. Yet, in the Salinas Valley hundredsof farm workers were arrested for picketing, and our director. Cesar Chavez
was jailed for instituting the boYcott after the local courts issued injunctionsthat preVented all picketing.

It is unbelieveable to the farm workers that the same congressmen and state
legislators that are complaining abort the use of the boycott as a non-violent
tactic and that are clamoring for legislation to eliminate the boycott, are the
same men who came quickly to the defense of the growers who are beinginvestigated for the blatent cheating and embezzelment of taxpayers money'under the cotton sudsidy program.

These same legislators and growers have neVer done one thing. to help farm
workers and in fact have over the years beginning with the braeero programPultlic Law 78, heaped tribulation lifter tribulation upon the local farmworkers.

But it is quite clear that the boycott is he only guarantee to gain unionprotection for farm workers. There have been many instances Where after a
successful strike, groWers- have agreed to give the workers recognition andhave refused to sign collective bargaining agreements after the workers re-turned to work and finished picking the cropexamples of.this are the Coit

. Ranch in Mendota, California ; Abatti farms in .Thmerial (both melon grow-ers) ; and the Nature ripe and Driscoll strawberry corporations in the Salinas
Valley. In addition to these there are many others. In some of these secret
ballot elections. were held, such as the Yakima Chief hops ranch in Washing-

'Jon State, and the union won an overwhelming majority, but we still do not
have a contract because Mr. Dan Gannon stalled the negotiations until hecould replace the striking work force.

In the lettuce industry, we called a moratorium of the lettuce boycott on
May 5, 1971 and were engaged in negotiations-until a couple of months ago. It
is quite obvious to us at this time that the lettuce growers are not negotiatingin good faith after seven months of negotiations, and we are faced with
!trooped of having to reinstate the boycott againsV.them.

It tit rather interesting to note that the large corporations and conglomerates
have been easier to unionize than the smaller growers. The farm worker is
'equally oppressed if he is being underpaid and had terrible working conditions
ender a grower who has 40 acres or one that has 40,000. The fact that a
rower is small should not exempt him from having a responsibility to his
abor force and his workers are equally entitled to the protections of a union

contract.
Using the Salinas Valley as an example, the only farm workers in the lettuce

industry that have the protection of a bona-fide union contract are the employ-
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ees of the large corporations, Inter-harvest (United Fruit), Fresh Pict
(Purex), and. D'Arrigo. Likewise in the Eine grape industrySchenley, Paul
Masson, Almaden (national distillers), Gallo, Hubblein, Christian Brothers.

It seems that the onl way to force growers who do not have brand names
to recognize and negotia e with their workers is to have a product wide boy-
cott, such as was conducted in the grapes and will have- to be resuired in the
lettuce industry;

The role of the chain store in the boycott has been raised several times dur-
ing these hearing: It is noteworthy that here again the trend is toward
monopolization of the grocery market by; a feW chains such as Safeway.
Agribusiness interests sit on the board of directors of Safeway, Safeway- is
also prOducing many of the products that. they sell therefore competing di-
redly with the growers they buy from. The consumer does not' have a choice
about what product she wants to buy or- how much she is going to pay for
it. Safeway makes that decision for her. We insist that Safeway has a re-
sponsibility to the consumer and to the general public. We insist that 4tifeway
should not sell products that have been gathered frora the sweat of exploita-
tkn of -farm workers. We insist that Safeway has a responsibility to sell
products that have been picked under sanitary conditions and re free from
pesticides. If they have the freedom to grow and monopolize they lso have a
corporate responsibility that towards the farm workers who produc the food
and consumers who buy the food. If Safeway does not take th respon-

bilities seriously the consumers should be free to boycott their stores.
In the area of food distribution, there has been a serious lack of -total re-

sponsibility. It is distressing to think that fruits ,are left rotting in the field
such as the peaches which in California there was 67% peach drop, oranges
which are left unpicked, other fresh produce that is not harvested because
there is no price. Yet the poor masses in America cannot afford to buy fresh
produee or many of the canned products because the grocers price the food
above their income range. The.goal of the growers, the landless shippers and
distributors, the chain stores is on 'providing an adequate food supply for
the nation, but in finding methods to increase their Own profits. So we have the
dilemma of agricultutal surplus, hungry people in a lafitt of plenty, and give
away agricultural programs in amounts of billions of dollars to the already
wealthy.

We think it is commendable of the Sub-committee on Migratory Labor that
it should deal with the other aspects of agriculture, for certainly one facet'
interlocks with the other. * .

As the lowest. rung on the Agricultural totem pole, 'we need some immediate
protections :

1. The freedom to continue the organization and unionization of farm
workers without legislative restraints.

2. The protection from wanton use of mechanization that will place
thousands 'of farm workers on the already overflowing ranks of the un-
employed.

3. Exemptions from the Wage Freese as Agriculturalists are exempt
from the Price Freeze.

4. The enforcement of existing legislation that is supposed to protect
farmworkerit.

5. -The need for government and law enforcement to adequately protect
UFWOO personnel from assassination.

6. The establishment of financing availability for cooperative ventures.
It is unfortunate that the smaller growers that are not unioniiod are so

blinded with their bigotry and unreasonable attitudes against the unionization
of farm workers, as we have so man problems in common and so many com
mon interests that we should unite r our joint survival. But as their attitude
prohibits our working together with them, and it mikes it difficult for those
smaller growers who are under union contracts to work on the major problems
facing the family fariner, in conjunction with the Union.

LIST OF EXIIII3ITS

1. Assemblyman Ketchum's committee on agriculture reports that farm
workers covered by union contracts earned twice as much as those not covered.

2. Advice on how to form a "Citizen's Ag. Committee" demonstrates how to
manipulate the climate of a community to fight unionization.

' /1 PV.10 I'
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g. Allen Grant, President of the California Farm Bureau Federation, is also
a trustee of the National Right' to Work Legal Defense and Educational
Foundation Inc. The California Farm Bureau Federation is an outspoken ad-
vocate of farm labor legislation designed to handicap organizing efforts in the
state of California.

4. California Farm BOreau Federation's official positions regarding farm
labor legislation introduced in the 1971 California Legislature.

5. The National Right to Work Committee b involved in partisan solicitation
of funds through U.S. senatorial offices.

6. Letter from Reed Larson, Executive Vice President of the National Right
to Work CommitSee, soliciting funds. ,

7. A Right to Work publication attacking U.F.W.O.C. A.F.L.-C.I.O.
S. Reed Larson, National Right to Work Executive Vice President, directs

all'"association executives" to campaign against Cesar Chavez.
9. Melchor O'Canipo, spokesman for the National Right to Work Committee

in California agribusiness, campaigns against U.F.W.O.C. A.F.L.-C.I.O.
16, Melchor O'Campo admits membership in the John Birch Society, digs up

old charges of communism, and works with growers and anti-union legislation
to fight unionization

11. Election in the field. The company union.

EXHIBIT 1.-AMOUNT OF TOTAL CALIFORNIA EARNINGS BY TYPE OF LABOR

(Percentage Distribution of a weighted 1 Percent sample of Workers with $100 or more California farm urnings kr 19651

Total earnings

Type of labor

In California Total Hand Machine
Hand and
muffins Other Unknowil

Total, number 4,167 3,126 375 533 632
.1(100. 0%) (73.8 %) (8.9%) (12.6 %) (4. go)

Total, percent 100.0 100.0 100.0 100.0 100.0
$100 to 99 25.4 30.1 4.3 13.7 17.1
8500 to 16.1 11.2 12.3 11.1 6.6
51,000 to 81,999 19.1 21.9 17.2 23.2 10.3
12,000 to 82,999

, 13.7 13.0 19.4 15.2 14.8
13,000 to $3,999 10.4 9.4 12. 6 15.1 9.8
84,000 to $4,099 6.9 4.0 11. 6 13.0 9.8
45,000 and over 7. 6 3.4 . 22. 6 8.0 31. 6

Median earnings 11, 383 $1, 065 $2, 895 $2, 072 83,109

Workers for whom Information is not available ars excluded from computation of percentages.
Note.-Percentages may not add to totals]because of rounding.

ExHIBIT 2

[From the California Farmer, Sept. 4,1971)

BEBE is How To Form A OrrizEtir's Ao COMMITTPZ

What do citizens do if they want to help agriculture? Following recent stories
urging growers and their families to get involved, California Farmer had requeSts
for how to do it.

To try for some answers, we went to Z. Mario Marty of Salinas Who has headed
his local Citizens Committee for Agriculture for some time now and has just re-
cently taken on the added task of chairman of the newly organized Western
States Citizens for Agriculture with nine chapters in three States.

First off, Marty is not a grower. In fact, he is general manager of World Tours
in Salinas. The purpose of the new Western group is,. to act as a clearing
house and central source of information for use by anyone who is interested in
the fight against Cesar Chavez, Delores Huerta and the committee they head.

On the local scene where the group has functioned a little longer, Marty and
his workers have established committees, which in turn are responsible for-estab-
lishing contacts in :
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The Chamber of Commerce and the Jaycees, all Service clubs, City Council and
Board of Supervisors, all law enforcement agencies including the California
Highway Patrol, all churches, all local unions, the school board, the Real Estate
Association, the local Bar Association, P.G. & E.; and the telephone company, all
media, city and county health authorities, every merchant in town, individually,
the welfare department, farm labor office, the district attorney, all feed, seed,
chemical and fertilizer suppliers and labor contractors. A special committee works
directly with grocery stores if and when a boycott hits,

It is the committees' responsibility to establish contact within each of these
groups, as well as any other interested organizations. If UFWOC makes a move, a
telephone campaign has the entire community 'alerted in minutes. If UFWOC
pickets are established, counter-pickets, armed with cameras and tape-recorders
are on the spot immediately.

If you have a committee in charge of each of the aboVe (it could be a com-
mittee of one), it is the nucleus of a Citizens Committee for Agriculture.

Upon trying to organize, a finance committee is essential. Have a CPA set
up an account, to take donations payable to "agricultural advertising." Then,
begin an imrngdiate fund-raising, campaign for a war-chest. When money is
needed, there is no time to collect it. Have it ready, is Marty's advice.

If you have a large group, you'll need a legal counsel, and he'll probably
advise you to incorporate aft a non-profit organization immediately. This spreads
personal risk and enables an organization to receive and dispense funds more
easily.

Aawyer who undeistands your function must be lined up. Key members of
the committee must have the attorney's home phone number available and ready
for use.

Have restraining order papers and injunction requests lined up and prepared
in advance. Decide ahead of time who will serve the injunctions, who will take
pictures of pickets being served.

You must have a place from which to operate with several phones. Peak
hours will be 4 :30 a.m. to 8:00 a.m. for the fteld trouble, and then late in the

. afternoon for information clearing.
You'll need your office equipped with maps, telephone lists, bumper strips,

flags, office supplies, English and Spanish copies of contracts, committee contacts
and documented information ready for immediate use.

s Line up volunteers in advance to man telephones and help direct police,
workers, newsmen and others to the right fields. Have people ready to run of
material, make signs and handle money. Have a contact for the news media
who is readily available so media people will return for stories.

It will take at least one person to work tuna time. This may have to be a
paid employee. So have the money ready for a salary. It takes one full time
employee to provide continuity, channel volunteers, squelch rumors and take
the responsibility of keeping the office functioning.

Have all car radios listed and alerted. Funnel calls from the Citizen's Com-
mittee to the base and then to men in the field if there is no base set. The most
Important thing is to make sure your chain of command is clear. Do instruc-
tions come from individual companies or from the Citizen's Committee office?
Make sure everyone knows the deal. Be sure all lines will be monitored. So be
ready. This includes sheriff and police.

Set up trouble shooters in ailvance. Somebody needs to keep farming. So
make it clear who will be free to ride shotgun on UFWOC bands. Know in
advance who is to do what.

Have a prior agreed upon procedure with police, sheriff and highway patrol.
Who is to receive your trouble calls in each outfit? Know which law enforcement
agency handles each type of situation, so time is not wasted. Get the all to
the right party the first time.

Have the names and numbers of news media listed and ready in your head-
quarters and keep stories going in. Check with the school board to see if
buses can be used on weekends if they are needed, but do it in advance.

Have a committee member tell' hotel, motel and rooming house operators
in advance what happens when Chavez moves in. They can and should re-
fuse to rent.

Establish contact with labor contractors to skee when they need housing. Make
sure housing owners know who your contractors are, so they can call direct if
necessary on short notice to get rooms for willing workers. Keep close, track of
who's staying where. Alert county health and city zoning authorities about
people sleeping in cars, jamming into rooms with inadequate toilet facilities and
creating fire hazards.
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Screen requests for use of public facilities carefully, and see to it that large
gathering ordinances are observed. Be ready to create counter- stews. ItUFWOO
has a rally, have pro-grower news ready to go. See to it the media at least splits
the space or time. Do not let LIFWOC have a monopoly on news,

Try to keep local feria labor offices open and functioning. Don't let UFWOC
shut them down. It is hard psychologically for the worker, and you may end
up running a work referral business yourself. If UFWOC picketS,the farm labor
office, send MORE people through. Use security guards right there if necessary.

Pis requires having security people lined up in advance. They should be avail-
able 24 hours a day on duty at camps, labor offices, in the field, and at all en-
trances. Companies should have their security lined up immediately. Keep loctil
police adviSed about who you are using for security. Dogs can Pe I,

To get security, deputization of citizens has been done insome areas. A showof security is vital to reassure workers wanting te,stay on t ]. e JOb. Ilfte them. the
first day UFWOC shows up. Ask your county board of supe visors for; additional
funds for deputies. ,

Make sure anyone connected in any way with your operation 18 instructed to
call you at the first sign of UFWOC. This requires they have a mimber where
you can be reached day or night.

-, Establish a documentary committee. Telling stories among yourselves may
make you feel better, but accomplishes nothing. Unless it reaches the public, it is

.---1useless and wasted 9.1Iprt.
Go immediately.to, take a statement from any worker who has an encounter.

Make liberal use ()f both still and movie cameras and tape recorders. Make surethere is always a Spanish speaking person at the Citizen's Pitkmmittee office.
If it can't be documented with sworn statement, pictures, hospital report,

sheriff's report or some other item, forget it and move on something that can
be doemnented. If people are unwilling to speak out, show theist what others have
said. When people know others are speaking, they are more willing to cooperate.

Be prepared to go around the clock when UFWOC hits your community. Set
daily Citizen's Committee meetings to share information, hut don't waste timerepeating the same story. Get information to responsible committee membersand go on to something else. .

.

'Keep informed about the growers themselves. If one is hard pressed, offer field
help, transporIation, child care, publicity or anything needed.

Perhaps most important, get to know the field workers. UFWOO cannot standothers talking to their, people. Establish communication with workers now, and.
don't stoMalking. Discuss unemployment coverage, and ask why UFWOO won't
allow IteAsk if they know about. ITFIVOC'S hiring hall, the seniority list, wherethe Money paid to the Kennedy health fund goes and UFWOO dues.

Offer field workers help with transportation, child care, personal problems,
children's schoolwork, citizenship classes. Find out what needs doing. Then do it.Make sure all committee members understand about green card status and
rules, employment laws, wages, minimum ages, sanitation, any existing con-
tracts. Inform yourself, and always give the straight. seism. Do not mislead any-

: awe about wages or anything else. It is not necessary. The truth is strong enough.
Make sure that California Rural Legal Assistance and the O. E.O. understands

in advance that the Citizen's Committee is watching Mein like hawks. Tell them,
personally and repeatedly, that no federal employee's time, facilities, telephones,
autos, paper, °film space. duplicating machines or even an old outhouse are to be
used for any UFWOC activities whatsoever. And make sure the public knows
immediately about even the slightest violation. .

If you have all this organized and ready to roll, a visit by the team of Chavez-
Iitterta will be easier to cope with. If you need more information or have a Citi-
zen's Committee for Agriculture that wants to join the new group, write. to J.
Mario warty, Chairman, Western States Citizens for Agriculture, P.O. 1031,Salinas 93901.D.R.

PLIOUT OF IIINDSIGIIT

Had we farmers joined together to establish across the nation.
A grower-consumer image promoting good public relations,
If we could have travelled the way of the wise, .

No,one would believe the Chavez' lies.
There would never be boycotts, or to distorted view
Of the good that the use of insecticide's do.

TWe must pick up the pieces, create honest trends.
he public should know we've been labor's best friends.
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We have given firm workers advantage of choice.
In wage-setting matters they have long bad a voice.
If our government men will prove that they care
And on federal levels show savior-faire,
Legislation could end the sheer agony
Like that being inflicted by the .UFWOC. Gertrude Lawrence

EXHIBIT 3

TUE PURPOSE .

To render legal aid grairitously to workeris who are suffering legal injustice .
as a result of employment discrimination tinder compulsory union membership
arrangements, and to assist such workers in protecting rights guaranteed to
them under the Constitution and laws of the United States.

To prepare educational materials dealing with employment discrimination
under compulsory. union membership arrangements, and the resulting effects
upon the civil rights of minority groups and individual employees.,

To undertake studies and research, and to collect, compile,- and publish full
and fair presentations of facts,. information and statistics concerning the effects
of compulsory unionism upon the social, religious and political freedoms of
employees, and its overall effects on the national economy and political institu-
tions.

To seek out and promote employment opportunities for workers deprived of
their jobs, or otherwise coerced and restrained in their free choice of employ-
ment as a result of compulsory unionism.

To provide educational aid through scholarships, grants, or other forms of fi-
nancial assistance to needy students, particularly those who require assistance
because their parents' jobs or job opportunities have been curtailed or denied
as a resift of compulsory unionism, and students who' have demonstrated an
active interest in defending' human and civil rights secured by law.

mime
Chairman of the Board of Trustees, Louis E. Weiss ; Vice Chltirmah of the

Board of Trustees, Mrs. John G. Pew ; President, Dr. Ernest Wilkinson ; Execu-
tive Vice President, Reed, Larson.

TRUSTEES

Whiteford S. Blakeney, attorney, Blakeney, Alexander 6c, Machon, Charlotte,
North Carolina ; Iron. 0. C. Fisher, (D-Texas), Member of Congress ; Allan
Grant, president, California Farm Bureau Federation, Berkeley, Calif. ; Thomas
Harris, AviatiOn Consiiltant. Airline Industries, Oklahoma City, Okla. , Kenneth
Kellar, attornwy, Kellar & Kellar. Lead, S. Dak. ; Reverend Edward A.i Keller,
C.S.C., Economics Professor, University of Notre Dame, Notre Dame, Ind. ; Reed
Larson, Executive vice president, National Right to Work Committee. Washing-
ton, D.C. , Raymond Losopio, Army Corps of Engineers, Huntsville, Ala. ; Ernest
Osgood, Jr., vice president, State Street Trust Company, Boston, Mass. ; Mrs.
John (Jack) G. Pew, housewife, Dallas, Tex. ; Dr. Ernest Wilkinson, president,
Brigham Young University, Provo, Utah ; Louis E. Weiss, president, Midland In-
dustries, Inc., Wichita, Kan.

The National Right to Work Legal Defense and Education Foundition, Inc.,
1900 L. Street, NW., Washington, D.C. 20030.

(prom the Well Street Journal, Cret. 3, 13033

UrrioNs 1/S. GOP, LABOR MAPS PIO' DRIVE TO ASSIST DEMOCRATS IN RACES 'lox
CONGRESS-1-WORK BEGINS AT Trin DISTRICT Lem, roil 1970 ; AFL-CIO To Ihr
NIXON TAX STAND GEORGE MEANT AIDS Erroar

13Platioirmin J. Lewrice

1 Staff Reporter of The Wall Street Journal

ATLANTIC CITY.Organized labor's political strategists, starting earlier
than ever before, are readying a massive defense of their last major national-
stronghold the Democratic Congress.

a i l



1789 .

Though the 1970 Congressional elections are still more than a year away,
AFL-CIO politicos have teen hard at work for the last half-year on ways tohelp elect or reelect liberal lawmakers friendly to union causes. These include
such Senate I)emocrats as Labor Committee Chairman Ralph Yarborough ofTexas, Albert Gore of Tennessee and Vance Hartke of Indiana, to name just afew.

Building on lessons learned in 1963, when it played a crucial role in Hubert
Humphrey's fast-closing finish, the AFL-CIO is developing new techniques thatdemonstrate the growing sophistication and scope of its political operation.

For the first time, the committee on Political Education (COPE), the AFL-CIO's political arm, has quietly set up a special subcommittee to concentrate
on close House races. The committee has already assigned to one union or anotherthe regkusibility for coordinating all political activities.

EXHIBIT 4

OALIFOIIL!: FARM EIIREAN FEDEBA:r1011,
Sacramento, Calif., Noiietnber 5,137.1.

FARM LABOR LrAnsrdirs

-Assembly Bill 904 (Cory- Wood) Was supported with no reservations byFarm Bureau. We were completely involved with q,ther agricultural organiza-
tions in seeking its passage. A.B. 964 was designed tribe as close to the National
Labor Relations Act as possible.

There were three points which we desired of any legislation: They are:1. Secret ballot elections,
2. Unfair labor practices for employer and labor organizations, .3. Prohibition of secondary boycotts.

A fourth item ofimportance to us was the creation of a State Agricultural
Labor Relations Board to oversee elections and administer the Act.The points are still important to us in any future attempts for legislation.

Long and intricate negotiatiqns for securing labor legislation were, upset byactivities of the IlFWO(` and the AFL-CIO. It was most unfortunate for thefarmer and the worker.
Farm Bureau would like to see national legislation, all states covered wouldhave the effect of helping to preserve California's competitive position through-out the country.
Assembly Bill 039 Ketchum), was, in effect, a duplicate oi the Cory bill. Wewould have been happy to have had it enacted into law. The political realities

made ith passage not possible.
Assembly Bill 83 (Wood) ) was a back-up bill which Farm Bureau designed for

the author. Both Assemblyman Wood and ourselves were dedicated to the Cory-Wood bill and had A.B. 83 in reserve if A.13..964 failed. Politically, it also became
impossible to move subsequent to the failure of 901

The revived S.13.'10 (Harmer) was a last ditch effort to secure just simplesecret elections bill. In this instance the first amendments were from an oldAFL-CIO Bill.

Exntarr 5

13.8. SENATE,
Washington, D. C., January 23, 1970.Mr.

Washington, D.C.
DEAR MR. -: Though we've never met, I'm told you're deeply concernedabout this country. That's why I'm sending you, this emergency letter on behalf

of the National Right to Work Legal Defense and Education Foundation.
In 1968, it is estimated union officials spent over $00,000,000 of union money

on the Humphrey for President campaign. Unless something is done now, theywill do even more this year in the Congressional elections and the Presidentialelection in 1072.
Their efforts, Mr. will have particular bearing on elections there in

D.O.
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However, here is a chance right now to ehange all this. With a single stroke
the flow of millions of dollars into such political war chests can be eat off. The
implications of this opportunity are beyond descriptiOn. But your help is needed.

Several weeks ago, the Foundation's lawyers began a national test case to
challehge the constitutionality of the unions spending compulsory dues for
polities.

They filed suit on behalf of 40 Detroit teachers who have refused to buckle
tinder to AFL-CIO demands that they pay money to the union or lose their Jobs.

You see, much of the union's political funds come4rom men and womenboth
Democrats and Republicanswho are forced to Partudon dues in order to hold
their jobs. This is what needs to be stoppedthe use of compulsory dues for
polities. After all, 44% of union people voted against Humphrey in 1008 even
though their union dues were used ill his eamliaign.

That's what this law suit is all about--the right of an individual to contribute
or not to contribute to any party or any candidate, no matter what the union
prefers. But there is an overwhelming amount of work to do in the next few
weeks. There is a great deal of research that must be doneextensive depositions
have to be takenadditional briefs, complaints and appeals have to be prepared
and filed. It is critical that this work be done now in order to win.

The Foundation's lawyers need to build such a strong case that the current
Supreme Court will carry its earlier opinion on this matter to a logical conclu-
sion and hand down a firm decision stopping unions from using compulsory dues
for polities.

In 1901 the Supreme Court expressed disapproval of a union's use of com-
pulsory dues money for political purposes (International Association of Machin-
ists vs. Street). But the court provided no meaningful way for individual work-
ers to apply that ruling to their own situations.

So it is imperative that the attorneys build such an airtight ease that the
court will give an unequivocal ruling to guarantee the individual worker's rights.
If they don't, it may he years before another ease with so much potential will
develop.

The Foundation is extremely fortunate to have one of the finest legal firms in
the country handling the case. However, the AFL-CIO is going to fight this every
step of the way. They have almost unlimited resources and a large staff of
lawyers. That's why your help ha so badly needed.

I don't know how much you can do to help. But the Foundation needs to raise
a hare minimum of $116,000 in the next 30 days. Your personal contribution is
fully tax.deductibleand your company or foundation can make a tax-deductible
contribution as well.

They immediately need contributions of $500$250$100$50$25$10$11
and any other amounts that can be given. But believe me, your help is urgently
needed.

Please send your cheek today.
With deep concern,

EDWARD J. GUR'NET, ir.Ff. SenatOr.
P.S.If this case is last, the use of these compulsory dues for polities will

further entrench the power of union otheials. That's why it is so, vital that you
help.

E. J. G.

ExTIMIT 6

TWO NATIONAL RIGHT TO. WORN LEGAL DUENSE
AND EDUCATION POLINDATION, INC.

Washington, D.C. June 8,1970.

Mr. Mar.intiv. :43frrix
National Pre Building, .

Washington, D.O.
Dian Ma. Smarr : My secretary has just handed me a eoPy of our recent letter

to you. I had asked her if we had heard from you.
An of thin morning. we laulnot. So I'm taking the liberty of sending you a

'copy of that letter and again asking you to help.
It. In (intimated that unlon oleials spent over $00,000,000 of union money on

the Humphrey for President cappaign In 1908. *Unless something is done now,

i73
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they Will do even more in the CongresSional elections this year and the Presi-
dential election in 1072,

Their -efforts, Mr. Smith, Will have a particular bearing on elections therein D.C.
However, with a single stroke, the flow of millions of *dollars of compulsory

union dues into such political war chests can be cut off through a favorable
court ruling. But to succeed we must raise funds for our attorneys to pursuethe important "Detroit teachers" case.

I don't know how much- you can do to help, but the Youndation desperately
needs to raise $05,000 immediately. Your personal contribution is fatly tax-deductible and your company or foundation can make a tax-deductible contri-
bution as well.

Contributions of $500$250$100$50$25$10 an$5 are urgently needed.If we lose, the use of compulsotE union dues for politics will further entrench
the monopoly power of union officials. That's why it Is so vital that you help.Please send your contribution; today.

Sincerely,
REED LARSON, Executive Vice President.

7

FOUNDATION ACTION IN TILE COURTS

FOUNDATION AIMS FOlt SUPREME 'COURT TEST

"Many changes are in the offing as the Supreme Court moves toward a con-servative majority . . . Chief Justice Burger's only tironouneement on the. gen-
eral subject of labor implied that he believes in a Constitutional Bight to
Worka First Amendment right to refuse to join a union."

Ditit's Review, October, 1970.

In 1961, Justice Hugo Black (in the case of Street v. IAN) Said that the.
compulsory union shop contract forces workers to finance "political, economic,and ideological" causes with which they disagree. He went on to predict:

"The Constitutional question raised in this case . . . is bound to comehere soon with a record 'so meticulously perfect that the Court cannot
escape deciding it."

Like Justice Black, the. Foundation believes that the United States Supreme
Court cannot continue to sidestep the Constitutional issue in compulsory union-ism, as it has in a. series of cases over the past 20 years. The Foundation is
preparing carefully screened cases "with a record so meticulously perfect thatthe court cannot escape" the Constitutional question.In Its short period of operation, the Foundation, has already made great. strides through litigation and looks forward to a promising potential for thefuture.

The Foundation's goal is to obtain a United States Supreme Court deeisionupholding the right of citizens to earn a living without paying money to aunion. One of the most objectionable features of compulsory unionism is that it
enables union officials to use dues money extracted from workers for purPoseaother than legitimate collective bargaining activities. A substantial part ofunion dues money is used to support the campaigns of union-endorsed politicalcandidates.

Late last year, the Foundation, started a new national test ease the DetroitTeachers caseto challenge the constitutionality of the use of compulsory duesfor politics.
On June 3 of this year, another Foundation ease George Scay v. Interna-tional Association. of Afaeltinistabroke through. a legal barrier thereby ena-bling workers in private industry to challenge union officials' Use of their com-pulsory dues.
The Foundation's newest case, tiled last month, adds a new dimension. The

Foundation is challenging compulsory unionism imposed on agricultural workersby Cesar Chavez.
The. Foundation is now working in three separate areas of attack on the

constitutionality of compulsory unionism.
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EXHIBIT 8

NATIONAL BIGHT TO WOBX COMMITTEE

MEMORANDUM TO ASSOCIATION EXECUTIVES

The facts about Cesar Chavez and his use of crop boycotts as a union orga-
nization device are widely-misunderstood by the American people. As a result,
there is a strong possibility that Congress will be stampeded into enacting
farm labor legislation which will be extremely damaging to the interests of the
consumer, as well as the farmer and his employees.

We believe that you, as a responsible Association Executive, have a stake in
helping your members, and the public, to understand more fully the true story
of the "grape boycott" and its implications for the business community.

For that reason, we are asking you to help distribute to your members and
to the public the new book, "Little Cesar" by Ralph deToledano. This book sets
the record straight on Cesar Chavez and the grape boycott, and pants out what
it can mean to every American. Distributed by the Hearst Publishing Com-
pany's paperback division, Pyramid Books, "Little Cesar" will be on newsstands
in major population centers on April fifth. We have obtained advance copies
nnwill gladly provide you with a complimentary copy for the asking.,

We think this is so important that you will note from the order blank on the
enclosed flyer that we are making "Little Cesar" available to you at cost in
bulk quantities. We urge that you order the maximum number possible. If you
want suggestions or help in distributing the kook, we will provide it.

Please fill out the return the order form today. The threat of forced unioniza-
tion of another big segment of American workers is immediate so we hope you
will act now.

[From the San Jose Mercury-News, tier. 7, 1071]

SPEAKER BOOED DOWN AT ANTI-CHAVEZ TALK

A former radio announcer met with stiff, vocal Opposition Thursday night
from Chicano students when he.tried to associate Cesar Chhvez with. Commu-
nism before an ad-hoc committee of the John Birch Society.

Melchor Moreno O'Campo of Santa Marid was roundly booed and heckled
throughout his hour-long talk before a meeting of the committee To Restore
American Independence Now (TRAIN) in Lincoln High School.

Some 75 high School' and college students interspersed among some-30 or 40
persons trying to listen to O'Campo kept up a steady flow of argument and per-
sonal insults.

O'Campo, who said he ftrked with Chavez in MD and the early 1900s, de-
picted the Chicano farm labor struggle as one part of a three-fronted movement
he labeled as "Chicanoism." Besides the labor front, he said, were the Aztlan
movement to capture five ,American states for an Independent Chicano nation
and the urban-based Chicano movement.

He said he became disenchanted with Chavez' organization (United Farm-
workers Organizing Committee) when he saw a Chicano theatrical troupe dese-
crate the American flag in a skit.

"Now I can say I am very proud to be. a member of the John Birch Society,"
he proclaimed over the taunts from the audience. "I went to the society, they
did not come after me."

DXITIBIT 10

[From the San Jose Nowa. Oct. 28,

THE RIGHT TO WORK COMMITTEE IN ACTION +-1

The Right-to-Work Committee has been using all means available to stop the
organizing efforts. of farmworkers. It has been working hand-in-hand with legis-
lators and has sent out people like *Melchor O'Campo to speak to scommunity
groups. Their latest attempt is the so-called "Farm Worker Initiative," which
Is a thinly-disguised right-to-work effort for a farm labor relations law which
would permanently enslave farmworkers. Fronting this effort are Dolores Men-
doza, a former Delano labor contractor, and Melchor O'Canipo.
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EXHIBIT 11

Mom the l'resno Bee, Oct. 30, 1970J

CANCELED FAW Vorn Sins NEW CHARGES

(By Ron TaSior)
While the Federation of Agriculture Workers (FAW) denies charges byCesar Chavez that it has anti-union and right-to-work affiliations, one FAW

official indicated growers and shippers may be helping to finance the organiza-tion.
The flare-up of charges and counter charges, reaching clear into the gover-

nor's *office, resulted from the on- again-off -again FAW union- recognition elec-tions that almost were conducted by the State Conciliation Service Wednesday.State Conciliator Ralph Duncan canceled the FAN recognition elections atthe Boo ranch in Monterey County after Chavez, director of the rival
Unite Farm Workers Organizing Committee( UFWOC) protested.

Chavez charged the election was manipulated by Governor Ronald Reagan,
adding, "Governor Reagan is a tool of the national Right to Work Committee,
and is using the State Conciliation Service in a plot to keep farm workers fromhaving their own union." .

The FAW, formed in mid-August by Cornello Macias as an anti Chavez union,
has opened offices in Fresno, Bakersfield, Salinas and Imperial. It claims 3,000to 5,000 farm workers as members, but Wednesday's attempt at a state-con-
ducted election on the Boggiatto ranch was the first time the FAW has movedout into the open.

Macias and FAW Seeretary-Treasuror Nick Kaehadoorian both contend theFAW is a farm-worker directed and financed operation.
Macias acknowledges he was once a member of the Agriculture Workers Free-

dom to Work .AsSoclation, an anti-Chavez, right-to-work organization..But hesaid lie severed his relations with the now-defunet AWFWA.

NO NAMES

The feet that growers and shippers are financing part of the FAW costs was
revealed by Pat Vivien°, a FAW public relations man. When asked who FAWbackers are, Vivien° said he could not name those growers and shippers whoare contributing.
. But he did say, "We have been given substantial amounts by growers and
shippers. They are kicking in because it is good for them too." 0

Civiello made this statement yesterday. Early today, after talking to Kaeha-doorian, he said he was in error and that growers and shippers are not eon:
Minding funds because "that would be illegal." Mien° said he had made amistake.

Vivien° said the FAW is a fledgling organization that has state and western
regional aspirations. Ile said Macias and. Kachadoorian have been organizingprimarily through farm labor contractors and the ranch foremen who, they
claim, are discontented %vitt' Chavez and the UFWOC.

GROWING GHOUP

The FAW offielais contend there is a growing body of fain labor that is
becoming disenchanted with Chavez and the UFWOC, and the FAW is beingoffered as an alternative. The greatest points of difference appear to be overthe open shopclosed shop contract provisions offered by the FAW and theUFWOC.

When Macias announced the formation of the FAW in mid-Atagust, he said
organizers would first sign up- workers, than the FAW would seek State Con-
ciliation Service elections to further establish recognition claims.

Wednesday's election procedures was the first indication this plan was being
put into effect. Duncan said the grower contacted the 'State Conciliation Service;
asking for the rceognitionAeleetion proceedings, which were granted.

Duncan denied there was anything secret about the elections and reacted
angrily ,td .Chavez' statements, labeling them "unfactual."

Refuting-May(4' charge that the governor was involved, Duncan added, "Noone outside! of the State Conciliation Service knew about this election."
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Tile election would have involved 24 artichoke workers. Only eight had voted
by the time Duncan called 'off the election. The ballots were impounded.

When risked about his organization, Macias explained that he had worked
for the Bianco Fruit Corp.now under contract to the UFWOCfor 17 years.
Prior to Bianco signing with the UFWOC, the corporation went into bank-
ruptcy and Macias lost his job.

fie returned to Sanger to, work with his father, a labor contractor. "People
Who were dig/satisfied with Chikez and the UFWOC began to come to talk to
me. They wanted me to help," he said.

MONS CoNTRACTORS

Civiello explained. that the PAW began to feel out farm labor contractors,
who felt threatened 6y Chavez' UPWOC. A large number of them have signed
with Chaveti and his staff. FAW contracts, he said. De added that the FAW
was organizing before the Teamsters UFWOO disputes errupted in the Salinas
Valley.

De said the FAW Was invited to the Castro Ville area and that the Boggiatto
workers were signed up in the PAW before the election, WAR requested. He said
tlip FAW would now proceed with a "card cheek" to prove it did represent the
workers,

While Civiello was more candid about the FAW organizational efforts than
either Macias or Kachcidoorian, all three were vague when asked specific ques-
tions about the organizational structure.

While the number of workers involved in, the Boggiatto election attempt is
Small; the emergence of the FAW and its announced statewide plans makes
the farm labor situation all the more confusing.

END Tarns P

At the present time the Teamsters and the UFWOC have agreed to halt their
battles-in the Salinas Valley. According to the agreement the UFWOC is free
to organike held workers, but the mechanics of teamster-former "disengage-
ment" still have not been worked out.

The Teamsters hold contracts with some 200 produce growers in the Salinas
Valley and Santa Maria areas. William Grami, who led the Teamsters organiz-
ing efforts in; Sniffles, acknowledged some disengagement actions already have
begun.

He said liehrtVorkers no longer had to join the Teamsters within 10 days
after going to work; the Teamsters are putting field labor dues in a special
trust fund, pending return of the money as the union backs out of the fields.

But, beyond this, the disengagement tactics still must be worked Kit, pre-
sumably by the tor level of the Ani-cro and the Teamsters, in conjunction
with Chavez and his staff.

Just where the FAW fits into this complex picture is uncertain. The FAW
leadership appears to be oriented toward continuing the labor contractors form
of farm labor employment.

The PAW leaders acknowledge the UPWOO hiring hall would eliminate the
farm labor contractor system.

The FAW also contends the I'PW00 seniority system within the union hiring
hall has caused serious unemployment among some crews. They point out the
UPWOC'no longer allows families to work their children, and places other
restrictions on hours and working conditions.

[Prom the Ban Jose Mercury, Oct. 21, 12711

MANYJARM WORRERs PAID, BELOW LEOAL MINDatTbi

BAUM, Asg.Five years after federal minimum wage legislation was ex-
tended to agriculture, thousands of farm workers still In or for pay well below
the legal minimum of $1.30 an hour.

From the cotton plantations of the South to the cherry orchards of Michigan,
4- from the blueberry fields of North Carolina to the apple ranches of the West,

illegal low pay scales are not uncommon.
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Here in the rich soil of the Mississippi River Delta a housewife weeds soyi
beans for 55 cents an hour.

In a large California prune orchard migrants get the equivalent of a dollar
an hour at piece rates,

Michigan members. of a Texas crew toil for 70 cents an hour in the straw-,
berry fields.

Such examples turned up frequehtly in a random check from coast to coast.
All were on farms large enough to be covered by 4he minimum wage law.
Smaller farms that employ two-thirds of all hired farm labor ar,e!lapolot.covered.

They irsually pay even less than large farms.
The Labor Department provides few investigators to inspect farms covered

tinder minimum wage provisions, and few farm workers complain of illegal pay
rates for fear of losing their jobs. To thwart possible investigations, Some
growers do not keep required records of hours wOrked ,and wages paid. Even so,
Inspectors -investigating complaints found more than 6,000 farm workers paid
illegally low rate's in fiscal 1971.

A powerful farm lobby was able to exclude farm workers from minimum
wage legislation for 28 years after the Fair Labor Standards Mt gave coverage
to industrial workerS. Amendments in 1906 added workers at farms employing
500 man-days of labor in any quarter of the year buckept the scale 30 cents
an hour below the $1.60 minimum that applied in most of the rest_ of. the
economy.

With no political muscle and little formal eilueadon, hired 'farm workers,-
largely black or brown, have been helpless to do much about their low pay ex-
cept to seek to qualify for supplementary food stamps or -welfare payments.
They are excluded from the right guaranteed others by the National
Relations Act to collective bargaining and from most other social and eChliamie
legislation, including unemployment compensation and social security.

Andreas Reyes of Delray Beach, Fla., made $8 for a nine-hour day. picking
beans on a large farm near Fort Lauderdale. Six adults in the Jose Suarez
family, from the same part of Florida, got a total of $40 for picking oranges
all daNy in groves in Palm Beach County.

None complained. But a few others are beginning to.
In July, Taylor farms of Decatur, Mich., had to tiny Manuel Flores and others

in a crew recruited from Texas to harvest strawberries and pickles the $4,300
a court found it had shorted them on minimum wages.

\ Few underpaid farm workers are fortunate enough to lueve legal assistance,
David Hall of the United Farm Workers Organizing Committee in McAllen,
Tex., said some cotton pickers in his state get as little as 28 cents an hour.

The Labor Department's Employment Standards Administration is charged
with policing the minimum wage law. It checked fia2 farms in fiscal 1971, mostly
in the South, and found 0,263 employees illegallylireprived of $913,901.

Migrant groups charge in a pending suit against the Labor Department this
year that the actual shortage is at least $100 million a year.

California Rural legal Assistance found the pay of workers placed on farms
l& state job offices to average 75 cents to 00 cents an hour. On the East Coast,
J:Mtes Pierce, executive director of the National Sharecroppers Fund in South
Boston, Va., said some seasonal farm workers draw as little as 50 cents an hour.

One of several exemptions from enwrap obtained by the farm lobby in 1000
provided that hand harvesters who commute from home daily for piece work
need not be paid the minimum if they labored on farms less than 13 weeks the
previous year.

Migrants' children under 17, a large percentage of the migratory, labor force,
are also exempted from the $1.30 minimum.

Mom the Preen° Bee, Dec. 10, 10711

Flow SVIIRIDY PAYMENTS IN KEItN COUNTY. Ann UNDER INVESTIGATION

WAsitumrox (UPI) ---TU Agriculture Department's Ofilee of Inspector Gen-
eral was to begin this week an investigation of complaints about allegedly hn-
proper farm subsidy payments to farmers in Kern County.

The probe is the latest in a series of actions touched off by an Agriculture
Department cheek-up team's study of compliance In the big -cotton-growing



106
. county with a program under which farmers earn subsidy payments by idling

a portion of their cropland.
-Officials_ said the inspector... general's men will study some cases including

allegations that farmers idled substandard or ineligible land instead of average
-croplancHo-earxr-their-pa-yments,But-the-agents-also-
nuinber of casespossibly no more than threewhere questions ivere raised
about the division of farms to avoid a $55,000 per crop ceiling do subsidy pay-
ments to indiVidual growers of cotton, wheat:and feed grains. .

In an allied development, an official of the General Accounting Offiee (a,t1o),
a fiscal watchdog agency for Congress, confirmed that the GAO was alsothweati-
gating the division of farms to avoid the $55,000 limit nationwide 'and- was
including Kern County in that probe. No report is expected before next April
at the earliest on the study, which will also go into the broader -question of
the impact of the payment limit on government spending an official said.

"Bona 'fide" divisions of farms to avoid the limit are authorized under farm
law, but evasions or subterfuges are banned:

In *Kern COunty, an Agricultural Dept. Checkup team had complained of at-
- legedly imprpper payment mostly involving substandard or ineligible retired

landon 486 of the count '13 1,190 farms. These complaints, currently being
reviewed by county and st to farm "officials who will make .final decisions, could

sustained -.-to reduction of farm pdyments in minor cases or outright
cancellation of(payments in more serious cases, a spokesman here said.

One of the farms involved in questipned "land quality" case's, is owned by
Kenneth .F. Frick, head of the Agricultural Stabilization and Conservation,
Service. (ASCS) which/operates the farm contrdl and subsidy program: Frick'sN
farm is held in trust by a California bank and operated. by a biother. Officials
stressed that all farmers involved will be given a chance to establish that the
complaint which one spokesman termed "often a matter of judgment aboUt
land quality," were wrong., ,

Kern is one. of five ? counties in which early indications. of possible
violations led to a check of compliance on every farm which participated in the
farm program.
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AYE

T.

Senator STEVEN86N. It will be received by the committee andpriiited with your statement.
Thank you.
We will now recess,20 minutes for lunch, and reconvene the head

ing at 10 minutes of 2.
(Whereupon, the subcommittee rressed at 1:30 p.m., to reconvene

at 1 :50 p.m.)

69433 0- 72 - pt.3C - 12
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AXTERNOON SESSION

Senator STEVENSON. The meeting will come to order.
Our next witness is Mr. James Lottery, director, Center fOr New

. Corporate Priorities.
r. LowEnY. 'Mr. Ed Scanlon will assist me in answering any

questions you might have.
Lehave submitted a long version of my testimony for the record

and I will excerpt it.
Senator STEVENSON. That will be fine. Your statement will be

entered in the record at the end of your testimony.

STATEMENT OF JAMES. LOWERY, DIRECTOR, CENTER FOR NEW
CORPORATE _PRIORITIES, LOS ANGELES, ACCOMPANIED BY ED
SCANLON

Mr. LOWERY. My name is James Lowery. I am project director of ,
the Center for New Corporate Priorities,.a Los Angeles-based re-
search organization, which has been examining issues of corporate
respOnsibility for the past 15 months.

Last summer we conducted a 2-month research project aimed at
identifying some of the causes for the demise of the small farm in
California. You have heard or will hear some. of those problems
explained in other testimony-4-the California Water Project, tax
advantages, subsidies. We.chose to concentrate on farm credit, how
it favors the large groves; and discriminates agsdrist the small
farmer.

Our sources were interviews with small farmers, processors, bank-
` -Ars, arid a'gricultural officials and public records such as bankcuptcy

es.
Part of the reason-that-rural poverty is-as- bad -as it is in -Cali-

fornia is that the public has underestimated the immense power and
social -impatt of large financial institutions such as insurance coin-

anies and banks. The world's largest bank, Bank of Anierica, puts
11/2 billion a year in California agriculture. Neither the public nor

the bank have given any thought to its ultimate social impact. These
financial institutions have helped cause a concentration of land in the
hands of, a few. They have financed and bailed out the water project.
They have financed mechanization without a thought to its social
costs. As a last blow to rural California they .have begun to tighten
their credit policies, forcing the small farmer into perhaps his final
tailspin.

Consider the environment in which these institutions operate. Un-
employment in the San joaquin Valley is about 71/2 percent; 30000
small farmers will have ceased to operate ltween 1968 and 1975;
unemployment in Fresno County will stabilize at 71/2 percent for
the next 20 years and many small towns like Corcoran see over half
their residents living on welfare.

Development Research Associates of Los Aitgefes'took a look at
the Fresno area and concluded that this richest agricultural county
in the Nation, could only be compared to Appalachia.

The appalling thing about these conditions is that some of the
country's most respected agricultural economists- sitting in bank

8 1:
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offices seemed to have overlooked -them as their management carried
on business as usual.

Who are these financiers of agriculture? One could mention in-
surance companies such as Prudential which have financed many of
the transactions involving sale of agricultural land, or the banks
whose money, goes indirectly into the vertically integrated conglom-
erates operating now in California agriculture.

We have chosen to.concentrate ou'r research to date, however, on
some of the packers and processors which offer financing to farmers
and on the Bank of America, lender of 40 percent of the State's
agrieukural credit.

The-Bank of America loaned $11/2 billion to agriculture in 1970.
Its annual production loans to farmers amounted to between $800
million and $1 billion. Its trust department operates 100,000 acres
in the San Joaquin Valley, and companies having director inter-
locks with Bank of America over the past 15 years own nearly a
million acres of agricultural land in the San Joaquin Valley, about
one-fourth of the total agricultural land.

In recent years several. Bank of America officers have been Cali-
fornia 'agriculture officials at the same time they were employed by
the bank, particularly the directors of the State department of
agriculture under the administrations of both Brown and Reagan.

The administrator of the Federal farm subsidy program, Itenneth
E. Frick, has his land held in a Bank of America trust.

I cite these examples to give you an idea of. the n2sitA4o1 the
world's largest bank in California agriculture.,,Ite Vilicies have a
profound effect. ---

So do the credit policies of the foodlirocessors and packers, which
have been. 'able to eiercit leverage in determining market
prices and.crop supplies... These companies range from small com-
munity packaginghouses to huge concerns such as Del Monte and
Tenneco.

We have found three areas in which food processors and packers,
are having considerable negative impact on the rural life in Cali-
fornia.

The first is the support by banks of the trend to mechanization,
without any consideration for the effects.

The second is bank participation in financing the State water
project.

The third is the credit policies of these banks and packers.
I would like to deal very briefly with the first two areas since

they show the pattern for the involvement of financial institutions,
and to go into a bit more detail on the third area, eredit.

First, mechanization is a trend firmly set in California at a rate
faster than anyplace else in the Nation and has been supported by
the banks because in short it makes their large customers mow bank-
able. About two-thirds of the research on the tomato harvester
emerged not from the universities but from private corporations
dependent on bank loans.

The point here- is not that automation ought to have been held
up, but rather that the social impact ought to be compensated for.

-The banks have had a marvelOus capability for estimating cost effec-
tiveness and profit margin, but apparently not for calculating social
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costs in advance. In retrospect, once mechanization had taken over
95 percent of California's tomato harvest, the Giannini Institute
estimated that the ultimate social cost of the tomato harvester will
amount to $42.9 million a year by 1973. TRW Corp. estimates now
that 70,000 farmworkers will have lost their jobs and 30,000 small
farms will cease to operate between 1968 and 1975 because of mech-
anization.

The Bank of America has replied that such social costs will be
absorbed by the taxpayer as the county and State begin training
and relocating programs. If this were true, then the' taxpayer would
be shouldering the burden of poor social decisionmaking by corpora-
tions. That would be bad enough. Unfortunately, though, the only
ones who absorb social costs of mechanization are the jobless, the
displaced, and the impoverished.

- The second area of bank activity which I would to mention
is the California water project. The Bank of America and Bankers
Trust of New York underwrote nearly all of 'the bonds; Bank of
America handled at least $600 million itself. I think this is a case
where the bank's_hteko1 concern for the ultimate effect of the
project vrag overshadowed only by State and Federal ineptitude.
rhe water project makes sense to the Bank of America: It is bring-
ing into production hundreds of thousands of acres of land on the
west side of the San Joaquin Valley, much of its owned by bank
directors and large customers..

Of course due to the oversupply now in many California crops
these new acres for the most part will be excess, that is, the crops
grown on the new land ,'ill exceed demand and drive wholesale
prices down, the citrus food prices 5 to 7 percent; almonds; 4 to 9
percent; grapesz 9 to 12 percent; oranges 2 to 4 percent. These price
declines, according to past experiences, are usually not passed on to
the consumer; they are absorbed in the packing and distributing end
of the business.

The large growers on the west side of the valley can absorb the
price decline for several years because they often have nonfarm in-

fo come, but their smaller competitors on the east side could not absorb
the price decline and could conceivably be squeezed out.

Who benefits from the land brought into production? Some' ex-
amples: Getty Oil Co. which put 30,000 acres' of new land into pro-
duction since the water project. There are three Bank of America
directors- on Gettv's board, including the past and present chairmen.
Landowners in the Westlands Water District will put 115,000 new
acres of specialty crops into production by 1990. Bank of America
officers, directors, and customers control at least three of the nine
seats on the Westlands board.

Incidentally, the land value increases they will receive from the
irrigation will amount to about $22 million. I think it is clear why
California's lartrest bank suppoited the California water project.

Now let's get to what we consider the most 'important factor con-
tributing to the demise of the small farmer, credit. The water project
is almost completed, the effects of Mechanization have begun, and are
perhaps irreversible, yet the banks still have an opportunity to adjust
their credit policies in agriculture, if they can be made to accept its
necessity and if they are prodded to do so.
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I will restrict my discussion here to production credit; that is, the
year-to-year financing of planting and harvesting as opposed to
capital credit, land purchases.

But I should emphasize, in line with some of the other previous
witnesses, that, because of the high cost of land and equipment no
one but wealthy individuals and corporations can enter agriculture
today. Therefore, if we want to save the small farm it is absolutely
necessary to have adequate production credit to save the ones whichalready exist.

In production credit the small farmer is at a disadvantage. lite
needs financing each year for pesticides, fertilizers, harvest costs ahN.
other costs, and has only three choices commercial banks, national
lending cooperatives such as the Production Credit Association, or"ii,
food processor or producer.

The trend today is briefly as follows: The large banks are cutting
back on loans to small farmers. The Production Credit Association is
not an adequate option because of the restriction it puts on loans,
and so the small farmer must go to a packer or ,a processor for credit.
This may be the end of the line. Fresno bankruptcy records show
that most small farmers going under are in debt to packers, not to
banks.

Let's look at how this squeeze works a bit more in detail.
The Bank of America has told us that farmers who have done

business with Bank of America in the past now will have moderate
difficulty ln,getting .production loans. Those who have not had busi-
ness with the bank in the past will have a very difficult time. Rank
of America has justified this policy to us by contending that small
farms are not as efficient as larger ones, a view which we do not share
with reference to a number of significant crops, such as citrus, grapes
and cotton. In jhese crops the small farmer usually .has lower costper-ton and a higher yield per-acre than the large grower. Con-
versely, the alleged efficiency of corporate growers such as Russell
Giffen and J. G. Boswell is something aproaching a hoax. These
operations are bankable mainly because they rely on subsidized water
and subsidized mechanization.

There are two principal ways in which banks discriminate against
the small farmer. One is the carryover of production credit. For the
very large, such as Russell Giffen, owner of 45,000 acres in Westlands
Water District, the Bank of America will carry over several hundred
thousand dollars from one year to the next and still grant him new
production credit. Bank of America trust officers told us this is be-
cause the bank cannot afford to foreclose on him. Bank of America
does not grant such a break to small farmers. Tie is denied further
loans if he does not Ray back his 1-year loan promptly.

Bank of America explains that the small guy is a bad risk. In fact,
he is a bad risk because he, doesn't have adequate credit. Bank of
America trust officers related to us a story here which is rather il-
luminating. A farmer and wife, an elderly couple, died several years
ago, they said, and willed their farm to the Bank of America trust
department under the terms of their mortgage. This farm, the bank
said, would probably have gone under within 2 years. On taking over
the land itself, the bank put its own money into the farm, hired the
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couple's -ton at $7,000 a year to manage the farm, and turned the
operation around. It will be making a, healthy profit within another
year. This is just one example of what adequate financing can do if
it happens to be Bank of America's trust department, which owns the
land.

The second way in which banks discriminate against the small
farmer is to set a minimum amount of hiiid which a farmer must
have free of indebtedness, that is, without. a mortgage in order to
get credit. By adjusting this figure for small or large rowers, the
bank can ease its coNcience by denying credit to certain, classes of
fanners.

When the farmer 'cannot get-bank credit, his only options are the
Production Credit Association and packing houses. Production
Credit Association gives very short-term loans in increments which
restrict the farmers' operation. I won't go into detail about Produc-

lion Credit Association here.
...

The other option is the packing houses or food processors. This
may be a small'locally owned company or it may be owned by a large,
corporation such as Del Monte or Tenneco. There are, in general, two
ways to get credit from a packing house. They amount to two ways
irn which the' small farmer is further squeezed.

The packing house, first of all, can lend to the farmer using crops
to be harvested as security. Such loans usually carry interest charges
1 to 2 percent higher than the bank rate.

I should point out this amounts to the packing house siMply being
an intermediary between the bankAinancing and the small farmer.
For the farmer there is n disadvantage,,namelythe fact that fluctua-
tions in prices will greatly affect his ability to meet the loan.. Since
the packing house negotiates the price at which.crops will be sold
to marketing outlets, the farmer may riot Benefit at all and may, in
fact, end up owing the packing house fnoney at the end of the year
in the event that his income does not cover the packing house cost.,

In the present market, such price squeezes have been increasing.
Secondly, the packing house can offer to purchase the farmer's

crop at the beginning of the season at a guaranteed minimum price
and .give him a low-interest advance on that amount to cover pre
harvest costs. Theoretically this shifts the risk of price 'fluctuations
to the packer, because if the market price is lower than the agreed
amount or price the packer takes the loss. Although the packer takes
the risk, it covers itself by offering the farmer an initial price close
to the minimum for the previous year for that crop. This price is
usually offered without tine ability of the farmer to negotiate it.
Packers can use their credit leverage to dictate supply, since their
credit is the last option the farmer has.

I will cite. one example we have heard concerning Del Monte.
Several years ago when wholesale cling peach prices in the San
Joaquin 'Valley, were higher, Del Monte began offering incentive
credit, to figmers who would increase their acreage of peaches.'The
result is now being felt: As those new platfings matured, there de-
veloped an oversupply of peaches, which has driven dokvn the whole*
sale price Del Monte pays to those same farmers. Retail jIrices,how-
ever, have not dropped proportionately. Because of this, the. over-
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supply is no problem to Del Monte, it is only a problem to the small
farmer Who is now stuck with the excess planting and low prices.

The effects of these credit policies, of the California water project,
and of,,, mechanization are perhaps complex, but that does not cloud
our analysis of the underlying causes for rural poverty and fox-the
squeeze on small farms. The causes are the unchecked power of the
largest landowners. the banks and agribusiness concerns, and the
annual shower of billions of dollars into California agriculture withlittle or no social planning.'

Let's talk to the issue directly. What respimsibility does a bankwhich lends a billion and a hall a year,to agriculture have towards
seeing that such loans don't cause social havoc? We think that itis unfair for such corporations to put the cost of their poor ornonexistent social decisionmaking on the unemployed, the jobless,and the taxpayer.

The first step is for the corporation to acknowledge that there aresocial costs. Bank of America apparently has a social accounting
scheme called the Arithmetic of Quality, but I have not seen it workin agriculture.

The second is to do something about offsetting the social costs
already incurred. I see little of this. either.

Third is to anticipate social costs in present and future policies.
As you have seen from Bank of America statements with regard
to credit, there is none of 'this either. These corporations do not
change without pressure; unless we are willing to write off rural
California, we must confront the giant 'agribusiness companies and
their billion-dollar lenders head on.

L-would be happy to answer an questions, especially in reference
to Robert Long's testimony the .r day, the representative of theBank of America.

Senator STEVENSON. Mr, Long . d, in response to a question ofmine, that the Bank could not break ont the figures on th(ii aggre-
gate amount of credit it hail outstanding to. small faftners. Do you
have any such figures? Can you break down for us loans outstanding
to farmers of. say, less than 810,000 a yeah, in income? Is there any
way of getting such infOrmatinn?

Mr. LowEar. That is very difficult, information. That has been'
-our point. How can legislators and the general public make good
decisions about social planning if we don't have that kind of infor-
mation. The bank has simply said it doesn't break those figuresdown that way. I think it would be absolutely necessary to findthat information.

Apparentiv what' Mr. Long had done was to go, through a number
of files and 'demonstrate in the past the bank 114 been loaning to
a very broad range of agricultural clients, ranging from very small
farmers, lines of credit from $1,000 on up to hundreds of thousands
of dollars.

The point is, what is happening right now? The Bank of America
has been involved in agriculture in California since the thirties
when it had foreclosed on some 600,000 acres of agricultural land
in California and it had made a policy during that time of loan-
ing a good: deal of money, to small farmers. The point now is that
that. credit is drying up and, while the large growers are suhject to
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the same market conditions, costs are going up and prices are re-
maining stable, The -Bank of America, is perfectly willing to carry
over debt for Russell Geffen or for its other large customers and
not willing at all to do that for its smaller customers. .

Senator STEVENSON. flow do you know that when apparently
nobody- outside the bank knows how much credit it is extending to
small farmers?

Mr. LOWERY. We have analyzed the policy according to inter-
views we hell with some of theiit trust officers in Fresno and with
agricultural economists whom we interviewed in San Francisco.
These trends, admittedly, were defined to us without any documenta.-
tion of how much money was going to large and, small. farmers.

Senator STEVENSON. I also asked Mr. Long if he knew what the
Bank's policy was on interlocking directorates. He said that it was
contrary to the policy of the bank for members of its management

. to serve on the boards of its corporate borrowers, but he didn't
know what the policy was with respect to interlocking directorates.

Mr. LOWERY. The examples we have for interlocking directorates
definitely show that the bank has no policy to restrict such inters
locks. We have an appendix to submit with our testimony which
will document some of those interlocks. I_ think if I were to run
down some of those names and the interlocks, we. can see that the
I3ank of America's policies logically represent these interests and
not the interests of the small farmer at this point and not the in-
terest at all of the farmworker.

We have a director, Harry S. Baker, Producers Cotton Oil, that
is often a middleman offering credit to small farmers. We found
a number of bankruptcy records which show that small farmers
had , been in debt and then ha gone bankrupt, connected with
Producers Cotton Oil.

',Mils Petri with Allied Grape xrowers it just goes on and on.
I won't bother to list a lot of n es. But the policy Reins not to
restrict director interlocks either, Bank of America or any other
American corporation.

Senator t4TEVENSON. For the r rd, the subcommittees counsel has
stated that we received a letter o nu Mr. Long supplementing:his
testimony. In this letter he inakos no further yomment ,about the
bank's poliey on interlocking (HO' .teratrs, but he says Hiat he was
inaccurate in suggesting that the 1. Hey. of the bank forbade: members
of its management serving on ethe . boards of other corpqrations with
which it has commercial relation's, Apparently there are exeeptions,
it least to that policy, and inembe- of management serve oil: the board
of its corporate borrowers oreasio y. . ,

Are you suggesting that these, nterlocking relationships- illegally
influence the bank's lending policies-9 tt

Mr. Lou = I don't think necessarily illegally. It is equestion
that has been brought up iii, relation to virtually- every large .Ameri-
can eorporatipn at this point, Whom does the board of direetop
represent? Which tnterest dots-qt. reVresent? I .don't think this 'is
a place necessarily for a(legal challenge. Those people in California
who feel that they; are. not represented by such powerful entities
such as 13anh: of- Ainerieti, I am Sure the tarmworkers.and the great
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number of small farmers must feel they would have a legitimate
moral case for having some of their interests represented.

I think it is a social imperative that the Bank of America and
the insurance companies involved in agriculture, for instance, as I
said, at the very least begin analyzing the information that they
have concerning their credit policies, where the money is going,
what social impacts it has. Then we can better judge whether these
are actual conflicts of interest or not.

Senators SrEvENsozz. Can you tell us anything about the activity
of the Farmers Home Administration and the Small Business Ad-
ministration with respect to loans to small farmers?

Mr. LOWERY. No; we haven't looked into that a great deal. I think
that it is an extremely important area. Some of the previous wit-
nesses, including the repreVative, I think, of the Westlands
Water District, have been saying that credit is absolutely necessary
for distribution of that land. And the point was brought up that
it would be necessary to have low interest, very low interest or
no interest loans available. Our field of inquiry was restricted
pretty much to production loans and not to long-term credit.

But from what. I Ilave read, I t that those national coopera-
ties, the land bank "and so fort he Federal land bank, are good
in their policies and their thrust, nit they just don't have enough
muscle to offset the tremendous social forces already put into effect.

Senator STEVENSON. You would agree that any bank has a duty
to its depositors and to its stockholders. It has to follow the truth
in lending practice: It wouldn't be reasonable. for a bigik at this
point in. our - History to be concerned about the credit of the typical
small farmer, especially withy judging from tile testimony, -a real
posgibility -of serious surpluses at least in the production of com-
modities in California, would it? t

Mr. LowEar. There would be several points in that regard. First
of all, there are precedents for the Bank of America and other banks
giving loans to vary high risk ventures, for instance, Lockheed. I
think' also one coulgt mention some of the conglomerates: Again, we
have no access to Wow efficient such very large growers, asAussell
Giffen, are, but, if a debt of several hundred thousand dollars a
year was carried over, those people must share some of risk.

I think, though, what we have is somewhat of a circular argument
because a number of theSe small farms, if they had the capital
available to expand, to buy machinery and so forth, could achiev
a return on investment which would be respectable and whicl
think the bank would accept, and they just are not getting that
kind of credit right now.
- The other thing with the production. I,thirik oversupply right
now and also the disadvantage which the small farmer has in his
marketing, I think you are correct that these factors have both
discouraged bank lending to small farmers°.

That is my point about not looking ahead, calculating the social
effects or the effects on production of the'Callfornia Water Project,
for instance.

Senator STEVENSON. Mr. Long did say in this connection that he
felt it could be fruitful for the subcommittee to explore the possi-
bilities of making additional Government-guaranteed loan programs
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available for small farmer:. I think there are already some such
programs available through the SBA, for example, but I don't know,
on the basis of what we have heard so far, to what extent that
guarantee authority and the SBA or similar authority in other
agencies, is available and being used in California.

Mr. LOWERY. It seems to me what we need is not necessarily a
whole new agency or a whole new Federal program for pouring,
money into small farms, perhaps a supplemental program or some-
thing to supplement existing loans, if that information were avail-
able, so we conic' design such a program, that might do it.

nn the other hand, I don't think, from our point of view, that
Wf'would like to see that sort of policy drawn up without, at the
same time, offsetting the policies which got the small farmer there
in the first place,. which is favoritism towards the large growers
with subsidies, with subsidized mechanization, which are-the factors
that are making those growers bankrupt.

Senator STEVENSON. I am not suggesting this should. be an exclu-
sive concern. You are tho one who said you would deal with credit.

Senator Taft, do you have any questions?
Senator TAFT. Thank you, Mr. Chairman.
Mr. Lowery, would you tell me what the center for New Cor-

porate Priorities is?
Mr. LOWERY. We tire a research organization in Los Angeles, a

nonprofit, educational organization which has been doing research
(on corporations and corporate responsibility since about November
' of 1970.

Senator TAFT. Do you have paid employees?
Mr. LOWERY. Yes.

-Senator TAIT. Howe many paid employees do you have
Mr. LowErF. Six.
Senator TAFT. Does the center have an endowment?
Mr. LowEnT. No.
Senator TAFT. now is it financed?
Mr. LowFmr. >is funded by foundation -grants, contributions,

churches.
Senator Tarr. What is the annual budget, approximately?
Mr. LowErv. The annual budget in <the last year was about

$.15,000 total.
Senator TAM IIONi many contributors did you have?
Mr. Lima:F. Fifty to a hundred, something like. that.
S(Inator TAFT. Do you have a board of trustees ?.
Mr. LOWERY. Yes.
Senator 'Parr. Would

board of trustees and o
ou submit to the committee a list of your

ur contributors and the amounts, could
you do that?

Mr. LowEnr. Certainly. We have no objection. We have made
that public to the IRS. I Staff Note : The requested material was
submitted by Mr. Lowery and has been retained in the subcommit-
tee files.]

Senator TAFT. You file a form 99. It is just for our convenience
that I would like to have it.

Mr. LOWERY. Yes, sir.
Senator TAFT. What other studies have you Ind& this year?
Mr. Lowray. We have done a number of studies on corporate

involvement in foreign countries, such as Southeast Asia, in Pakis-
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tan, in Thailand, for instance. We are doing some research in
minority communities with regard to credit policies, SBA loans andSo forth.

Senator TAM Are your employees full -time employees?
Mr. LOWERY. Yes, .

Senator TAFT. And you are a full,time employee of the center?
Mr. LOWERY. Yes.
Senator TAFT. I would welcome some additional, comment as to

your feelings about mechanization. We have heard a good deal of
opposition expressed to it, but you seethed express, I thought, a
somewhat different point of view. Would you comment on that?

Mr. LOWERY. My statement was. that mechanization was not in-herently bad or automation. My reference was to automation, not
mechanization.

The first point is to, in effect, clean up the mess that we havegenerated by taking on these very grandiose mechanization plans
without any social planning. I think nobody looked into how many
unemployed, were going to result because of mechanization in the
cotton industry, and in tomato harvesting, in grape liarvesting, and
so forth. The Government didn't take any, measures, neither did theState of California, nor the corporations involved.

In terms- of mechanization in other crops, my point is simply
that automation is not inherently bad.

I would like to point out., however, that there are. some asaump-
tions made. We have heard comments by Bank of America repre-
sentatives" and some others comment on mechanization, that mech-
anization, automation, is inherently good, or let's say neutral, at
the very least; because it generates new jobs.

Senator TA r. And lower,prices sometimes?
Mr. LOWERY. Sometimes. That is not to be counted on.
But, in any event, with the case of the grape harvester and the

tomato harvester and all of the new mechanization projected overthe next 10 to N years in California. I have seen projection by the
Giannini Institute wAich says that there'will be a net loss of about
75,000 jobs. There will be 20 to 25;000 new jobs generated, but we
shouldn't delude ourselves that the people displaced from farm labor
will have a chance at those jobs.

Senator Tim'. What are we going to do? Are we going .to hold
up progress and %industry generally where automation may resultin an initialioss of jobs?

Mr. Lownar. It-depends-on how you define progress.
I tliink going ahead blindly avith. mechanization
Senator Tara. I don't think we ought to go into it blindly, but I

think we have a question. Let's consider cotton for a minute. The
United States is already competing at some disadvanTage with other.
cotton-producing nations throughout the world. Do you think it willbe in our interest to fail to use automation that may result in lower-
ing the price of cotton?

Mr. LOWERY. If you are talking about purely economic judgment,
certainly not.

Senator TAFT. I am talking about social judgment, too, because,.if you have no cotton industry left in the country, you are not going
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to hiPve anybody working in it whether it: is automated or whether
it is not automated.

Mr. LowEri-r. -The point is, if you have visited a. town such as
Corcoran, and one of the previous 'witnesses mentioned that in the
town of Corcoran 60 percent of those people are on welfare. There
used to be about 7,000 or 8,000 farmworkers a year working in the
fields around Corcoran. There. are no jobs, there are no jobs- in
Corcoran. There are no jobs in Fresno. There are no jobs in Los
Angeles, particularly, that they can go to. My point is simply . who
looked at the effects, who took into account in advan4e the effects
of that mechanization? No one.

1-.am saying that perhaps the decision to go ahead with mechani-
zation: in these other crops would be in the same positjon if 'we
don't plan at least as ambitiously to offset the social cost4

One point I would like to bring out in reference to the Giannini
Institute, actually I think it was the University of California at
Davis, I think one of the other witnesses earlier made reference to
the fact. that 90-some. percent of the research done at U. O. Davis
or the University of California on tigricultur was directly related
to technology. It is very curious to me to have seen that the only
study that had ever been done. on the social .costs of the tomato
harvester was done in 1970 at a time when 95 percent of the crop
was already harvested mechanically, and it would seem to me to be
a very bad policy to -do all of these studies ill retrospect.

Senator Tim.. Supposing it had been done before, what do you
think should have followed? Supposing it had seen done before,
when the State patent had been developed and the engineering
feasibility had been developed, but it hadn't been,put into produc-
tion at all, and they made the study at that time and came out
with the results, what should they have done then?

'31r. LOWERY. Job training, relocating, compensation. All of these
things are very accepted policies in other industries. I think in
industries where labor has lied any muscle they have gotten com-
pensation, they have gotten training programs and so forth. That has
never been true with farm labor.

Senator TAPr. That is what I wanted you to bring out.
Mr. LOWERY. I think also it. is very sad. to me, we took a look at

sonic 1f the studies which:have. been done recently on Fresno County
and.Fresno County is an urea which is absorbing a lot of influx of
unemployed due to mechanization and it is pretty much left uP
to the county and the city of Fresno to absorb that joblessness.
Obviously the county cannot do it, the city cannot do it, the State
hasn't been willing to do it, and the Federal Government apparently
has not seen fit to step in.

Getting back to our point about banks and financing and cor-
porations, the ones who have initiated these policies and, in effect,
placed bets years ago on technology and mechanization, we think
that they should have shared some of the responsibility to plan for
social costs.

Senator TAFT. Of course what the legal obligation of .their man-
agement would be as to the extent of their participation would be
a matter with which -you have been concerned. Would you have
comment on it?

I I
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Mi. LOWERY. Could you rephrase the question?
Senator Mtn. Would the management have legally had the re-

sponsibility to expend sizable amounts of money on the alternatives
or routes you suggest?

Mr. LOWERY. If you read the' annual report of Bank of America
in 1970 and look at what they say about their social responsibility,
I think they are ready to do it. They are already justifying it to
their stockholders. They just haven't done it.

Senator TArr. But there is a limit to how much they can spend on
this, isn't there, besides the legal matter?

Mr. LOWERY. Perhaps.
Senator TArr. I can view a minority stockholder suit for waste

of assets when you get to a certain point.
Mr. LOWERY. I think the Bank of America is not worried about a

minority stockholder suit. It is interesting to note that the Bank of
America, and I am using the bank because we know it a little
better than we know General Motors or. A.T. & T. or any other
corporation, but the pattern is clear. In 1961 the coin; began
(pmonstrating in front of the Bank of America branch here in
San Francisco and, lo and behold, a few years later it became accept-
able for the bank to be hiring more blacks and Chicanos, and they
haven't had any minority suit from stockholders on that.

Senator TAvr. There was a little matter of intervention of Fed-
eral law that might have been involved, too.

Thank you.
Senator STEVENSON. I am afraid we are running way.! behind

schedule, and we must move to our next witness:
Thank you very much, Mr. Lowery and Mr. Scanlon.
(The prepared statement of James Lowery follows:)

0

O
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Mr. Chairman, 10 name is--James Lowery. I am Project.Director Of the Center.

for New CO6orate Priorities,ja Los Angeles-based research organization which_

has been examining issues of; corporate responsibility for the past 15 months.

Last summer we conducted a two- month re/march project aimed at identifying

*me of the causes fdr,the:deaive of the *mall firm in-California. We concentrated'

on the importance of financing and credit availability, conOucting interviews

with farmers, processor., bankers and federal agpitulture officials. In addition,

we reviewed public records such as bankruptcy files,

Poi the past two days you have heard the problems of CatifornisragricultU're

.defined, redefined, explained and justified. I would like to take a moment to

define,it,em- we set it in Adcrocoem in Fresno County--the nftionfi richest agri-

cultural,county--and then to discuss some of the major cauees of Olt current con-
.

. . -

ditions, with emphasis on financing and credit.

I em very pessimistic about the future of Fresno County. A study done by

Development Research Associate", Los Angeles, says that the county now hat 13,000'

unemployed and that this number will climb t0 i8,000'by 100. The unempl nt rate

in the San Joaquin Valley as a whole was 7.6 percent is of November 1971; this

,condition has been aggravated in the past by in- migration from outlying areas of

4ipplace3 farm worker' seeking employment. DRA expects this in-migration and out.
4.0w

migration to readh equilibrium; in the,words of the report, "is is estimated that
4

this equilibrium point will be at en approximate rate of unemployment of 7,5 percent..

we estimate thatthis chronic unemployment condition will p'ersist through 1990 in

the absence of dramatic policy changes. There is little reason to expect either

. economic growth in the Fresno area, public or private JO treinlng programs, or

reversal in observed agricultural employmenttrends to alter dila cibndition /at

. A)the prevent time."

I

4



c.

1812

2'

In manylmall towns, over half the people are on welfare; there is now relatively

little but-migration, for cities suebbs Fresno cannot absorb the jobless., is- of

e
Janus 19701970,,Tresno County rnd about 30,000 people in, meed of manpower training

/

and an ddditional 12;000 unemployed youths in need of training.
/

And they problem goes beyond farm labor. Between 1944 and 1968, some 17,000

farms ceascid to exist in California, many of which were imall and independently

operated.ipe Glannini Foundation has predicted that between 1968 and 2$75, 30-000

small firmers trill have ceased to orate in California. In a study last year,

TRW corp. -reported that in the "rest six months of 1970, thapesno bankruptcy

office (which trues the San Joaquin Valley) processed nearly 41 many bankruptcies

as in all of 1968 and 1969. These farmers themselves join the ranks of the jobless.

1 TRW concludes, "The state of California has not yet confronted in any Organized,

coherent Manner the fact Ifiat it contain6, within its borders, depreatted areab,

such as Fresno and Stockton, roughly equivalent gh ragritude to nationally recog-

niaed and funded *teas such as Appalachia. The unfortunate.cconomic co9ditions in

Fresno are masked behind Fresno County's status as the itation's richest agricultural

county."

This is the environment in which some of the"nation's largest corporations

and financial institutions dominate the economic- -and socialreality. One could

Mame.the large insurance companies and the.Castern banks which are financing .con-

iglomerates.and vertically integrated" ventures in agribusiness. Insurance corpanier

such as Prudential, to give an example, finanak many of the transactions iNplving

}
the purchasatofagricultural land. This is an arqp which certainly neck's, more study

The Oenterjor 1-!ew Corporate Priorities has chosen to concentrate its resear

to date, however,. on acme of the food packers and processors.which offer financiee8

to farmersand olt Bank bf America; the lartest financier ofCalifornia agriculture.

(1

9
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Bank of America4rovides.over 50 perneAt of the state's agricultural credit,

amounting to. 0.5-billiOn'in.1970, Its trust department operates 100,000 acres in

the San Joaquin,Vallex. Companies having director interlocks'%ith rank of America

oVerthe past fifteeiyears own nearly, a million acres ofigricultural land in
r ,a

the San Joequin.VielleY, about one-forth kihe total agricultural land. In recant'

years, saverallrank Of America.officera have'been California state agriculture

officials at the same time they were employed by the bank-,particularly the dim-

/
tors of ths California Department of Agriculture under the administrations of both

Brown and Reagan. The" administrator of the federal farm subsidy program, Kendeth

.)B.Frick,'has his land held An a Batik of America trust.
I

'I cite these things to give you an idea of the position of the world'. largest

bank in California agricultu.e. Its policies have a profound effect.

' SO do the credit policies of the food-cessors and packers, kich have'

been able to exercise irCit leverage, in determining market pricestandierop sup-
,

Thes&comnanies range from small community packing houses to huge concerns

owned by corporations like Tenneco and Del Monte.

We have defined four areas in which banks and food processors are having con-

;

!adorable negative impact on rural life in California. The firstis the support

by banks of the trend to mechanization, without any considerationfor the effect.. ,..

The second &bank pa in financing the Gate.Water Project -'-and lobbying
. , -

for it. The third Is the potential influence of gigantic trust holdings. The

' ft:a:rails the credit policies of banks and packers, and their impact. The esophagi.

will be placed on this fourth area, credit.

1

a
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I. Mechihization

4.

The trend towards mechanization is firmly set in California at a rata faster

o
.

than anyplaCa elle pi the United'States.+ThOugh such of the research and deielop-

vent emetger from the University of daliforniiirat Daviswe could call it taxpayer -

subsidized research fqp the large growere--a signifig1nt *mount also comes iron, '

private corporations which are financed by the big banks interested in imeieg

their Urger c tomers become "more bankable" through increased efficiency. X.weetion

this trend beta e together with the banks' support of the califoreia Water Project

and their credit po cies, it is a, trend that means more rural poveity.:-This mum

to have escaped the banks, which were simply interested in sales and profitrpro-

jections.

The tomato harvester appeared in California in 196; 95% of the state's tomato

harvest (ancNOof the U.S. production) is now harvested nechanically.Mechaeisatiom
.

has of Course also begun VO affect grape production as well. In 1369, 1.9% d!

_Fresno County's wine grape harvest (of M.total of 12,800 acres) was harvested by

machine; the figure rose to 17.5% in 1970 and probably between 26% and 47X last

year, TRW Corp. reports.
-4

The universities and private firms which have contributed in research and

development of the tomato harvester and srape harvester include the folloging:

University. of Calictif11a1.1 Davie

University of Michigan

University of Florida

university of Maryland

Blackwelder Manufacturing Co., Rio Vista, Calif.

H.D. Hume Co.

Food Manufacturing Corp.

r 40
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Dutton genufacturingto,

The two principal entities in the developient of the tomato harvester-kere DC

Davis and Blackwelder Manufacturing.

Of the rbtal amount spent ($3.3- trillion) in It t D for the tomato harvester,

$2- million -was by private firms, including about $490,000 by Blackwelder. Black -

elder/s, activity in developing the harvester wal financed Crdcker- Citieens

Nedk. We have been unable to calculato to what extent the Bank of America has

been Involved in financing mechanization, but we were assured by Bank of America

agricultural econ st John Xnechei tbat WofA has been lending money to companies

doing reieitch chanisaiion in proportion to "how business has Stepped up in

that Xne el explained the rationale behind BofAssaugpoit of mechanisation:

"The inducements to leeks loans are found in the profit add loss statements of

,
farmers. It is an economic inducement, the only inducement we 4 cogniie...by in-

creasing heir efficiency (thiough mechanization), such corpanie (large farmers)

are making themselves more bankable. It gives :them access )to more credit."

Cuch logic,iinfortunately, operates in a :Void of any infirmation about the

ultimate social effeett. Schmitz and Sealer, in dtiespect, have eikinated the

costs a the tomato" harvester in displaced wages to amount to $42.9- million per

year by(1973. Similarly, it is estimated ault.the grape harvester will have
.

displaced 4500 workers by 1973 wl' a resultant lom of 07-million in employment

income. Although California bank!, abound with respected agiicultural economists,

none of them seemed to have realized that these coats would be borne solely by

.

thin displaced workers. They assured that somehow, county and state resources would

mop up the mess. In addition, we have beard frombankersthat the new jobs brought
,

by automation would mop up. the unemployed; in fact, the new opportunities offered
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by mechanization will amount to onlyonq -fourth the number of displaced - -aod than

,ihould be no assumption thet"tha displaced will get first shot at these new jobs,

II. California Water Project ',

"The California Water Project, a grand -scalergift to large grower* from CB%

it payers and banks, may have= even more profound effect on rural: poverty thah

mechanization. Aside from its ecological impact and the subsidized water it dellInts

to Ceill*Ornia's largest 1 downers, theNater Project may well be a killing blow

to mall farmers on the'fAt Side of. the San Joaquin Valley.-
OM,

It brings water/to the West Side of the Valley, increasing acreage in production

there, so such acreage in fact that there is likely to be a critical 'oversupply

in a number of crop', forcing the small farmer further into his,,,Fost -price tailspiON

There is a logic, however, to the Water Project to the banksand growers which

supported it. Bank of'America's big friend, can absorb the lower precis fin a few

years while their seoller competitors go under.

iank'of America ind'Elnkers Trust, New York, vete instrumental in the finenciog ofA,

'NsWater Project; BofA underwrote et least $600-million in bonds, and heeheen

pushing the project since its inception. The bank has said simply that theCnlifornis
a

Aqueduct would bring more jobs. to the West Side of the Valley--a stepsent in part

true, for the. new acreage under Production there will be-devoted to more lebor-

...,

inteneive crops. Best again, the net effect seers to have escaped them.

In the first place, the new gains in employment caused by the Water Project

%
iwill be wiped out by mechanization in the years,folIewing 1975. In the second place,

*there is the price-squeezadkimed at small farmers:

The predicted price-squeeze can be explained very simply in terma Of over-

('

IA

product o The e Giannini fustitute predicts that there will be one million acres

of ad ditional land brought into production due to irrigati& in California by 1980,

09
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two million, acres by 2000. Much of this land
(330,000 Cadres by 1990) is in the

West Side of the San Joaquin Valley.
Duetp tee relatively high cost of Water Pro-

,
'ject water, ( in spite of the fact that growers are not paying the fa/ price ) )
poly ceVain cropthose with a high enough "cash value" to pay for the water

will be Slanted there, principaly vegetables,
fruits and nuts (the so-catld.

.

4spetalty crops "). For example, the West Side Will probably plant an additional

173,000 acres of"high value crops" by 1980 and 285,000 acres by 1990.

In Westlanan.Weter Diitricp,rwhere Sank of America officers, advisors and

customers control one-third of tht Water
District seats, 115,000 acres will be .

put into ipecialty crops by 1990.

Since California produces from 90% to 100% of some of these crops, the

* plications are clear. There will be'oversupply, or what the Giannini institute

calls "excess acreage." Sy 1980, there will be an excess of 76,000 acres of tree

-fruit, nuts and grapes and 51;000 acres of vegetables. One way of looking at this

is that over80 percent of the new scree on the West side will be excess. .

According to the Institute, the price impact would be considerable: deciduous

fruit prices Would decline 5 to 7 percent, almond pricel 4 to 9 percent, grapes

9 to 12,peiceni and oranges 2 to 4
percent. Civen past experience, little of these

declines will be passed on to the consumer.

The late carper...co growers, especially those with considerable non-farm

income, can absdrb these price declines for a few yearn; the small competitor can't.

TRW Corp. puts the issue noire blUetly:

It should be noted that, given the structure of corporate agriculture, and
the trend toward small farmers

leaving,agriculture, there is A potential
on the westside for g serious effort being made

by corporate agricultural
intereets to drive independent farmers

on the eostside of the Valley out,
by planting the same crops...with the corporate agricultural interests takinga lost or several years Which they are able

to absorb...therefore, allowing
them to purchase lands on the eastside when the individual farmers leave

b agriculture.

2rj0.

1

, .



p

I

1818

a

Which growers are involved in speciality crops? Tenneco, rower of Urn County

Land Co., has thousands of acres of citrus, klmonds and grapes; Raiser Aluminum

is theworld's,largest producer of walnuts.

Perhaps lank of America did not anticipate this effect of water On crop

4istribution and prices. But not`coincidentally, the bank is interconnected with'

a number of beneficiaries of the Water Project. In Westlands Witter District,

as the follov.ing chart shows, lofA "friends" have received a large'public subsidy

in land value from the Water iroject, calculated at $300-4.11-ecre increase (from

information in Land and Power in California):

%

Subsidies on Land Value Westland, Water Distnict

grower

We. J. Deal (lank of America i
'Agricultural Advisory Board)

Russell Giffen (Bank of America
customer)

South Lake Parse (Harry d. Baker,
Bank of America director)

Standard Oil (B.A. Peterson,
Bank of America *ad Standard
Oil of Calif. director)

-acreage

9,852

45,159

10,335

10,474

Subsidy:increased
in 1015 value

3.10-million

3.14*million

In addition, Getty Oil Co., whoa board of, directors includes Bank of America directors

C.P. Getty, Leis B. Lundborg and C.J. Medberry, will put 30,000 acres of new land

Ato production because of the Water Project. Thrre are ether interlocks with

Water Prtiject beneficiaries listed in the Appendix.

More importantly, EofA officials have been lobbying for the project. To give

you just one example, the bink's Senior Vice President Alan Brown publicly bucked

2i1.
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ernOesiiion 7 in 1970 to-bail the project out. Proposition 7-raised the ceiling

for bond interest On all state bonds,* a time when California bad $600-million

In unsold Water Witt bonds.

I think the above examples give you a hint an to why the world's largest bank

was backing the Water Project.

0

III. Trust fdnds

The third area of concentration of agricultural power is bank trust funds, I

mention it primarily because the scant facto that we have indicate there is an
.

,

abnormal concentration of power which at the very least hinders representation of

the public interest in decisions about agriculture.

Let's tea two exempla.. First, tank of America operates 100,000 acres of

agricultural land, with an aggregate production of $2- million per year in the San

- Joaquin Valley. In all, lank of America's 43,7-billion (1970 figure) trust holdings

include almost half a billion dollars-in real estate and mortgages. I simply ask

what are the implications.4-for farm labor, small farmers and povertyof such

immense land holdings, ifthe managers of the trust funds are also in effect repre-

sentatives oe large agricultural interests?

Second, the stock holdings of the major banks' trustlfunds could have. a iignifigant

impact on the course of agriculture. One of the trust funds for which we have

stockholdings listed is the Bank of America-Giannini.Foundation. Thie foundation,.0
.

as of the beginning of 1969, owned shares in Del Monte, tank of America;NT & SA, .

Pacific Gas & Zlettric and Standard Oil of California, to name a few companies which

\41.

are beau involved in California agriculture. Another simple question: if this

patterei continued through the $1.9- billion or more in BOA trust dept. stock

Holdings, is it likely that any policies not promoting the welfare of these corporations

7
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would.be -fitlowed by lank' of America?

IV. Credit

% feel that the availability of credit is the sieglefthing now which could

revitalize rural *rests. The Water Project is almost completed, thi effects of .

mechanization have begun and are perheps irreversible:Tet the banks still have

the opportunity to.aajust their credit policies in agriculture, if they accept

that;it is food for agticuftuie in the lOng,run., and if they are prodded to do

so. a

Theft is on important reason why it is imperative now to sake available more

reasonable ductLioroncredit--the annifal loans needed for planting,'fertilizi,

, I

pruning and harvesting - -to smell farmers. If present small formers do. not have

adequate credit,ben they will certainly go under, and no one but the wealthiest

iti:lividuals and the corporations can replace them, because of the extremely high

costs of purchasing land and equipment. In.&050, average farm size was 260 acres
4t

and average capital investment $41,06. By 1969, the size hed risen to 616 acrti

and investment to $327,000: while farm size had increased rwo -and -a-half times,

investment roils 20 times. Another wayto put it is that capital irmestmenChas

risen about sight times as fast as farm income. One farmer told us( he had just

invested $57,000 to plant 3711 acres of citrus - -a vary small farm. In short, new

entry into California agriculture is closed for the small. The ones who still

exist may nog unfess production credit loosens., .

The smelt 'farmer is at a definite disadvantage in production financing. Each

%.2
year he will need funds for his pre-harvest and harvest costs (pruning, fe;tilisOrs,

pesticides,'Ourchase and maintenance of-equipment). In California, this comae to

an average of $60,000 for a 616 acre farm, including such item' le depreciation,

taxes, Interest, etc. An indication of.production credit needed annually is given

2 :j
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by the following chart, compiled from Uhiversity of California and California

Department of Agriculture figures.

ANNLIAL PRODUCTION COSTS

crop prcharveat cash & labor
(cost per acre)

Eiceror,grapes $ 303.48

Thompsodieedleds
grapes 191.23

300.00Navel oranges

Cardinal peaches

total production codt
per acre

$ 532.09

364.45 (except
harvesting),

616.03

615.83 1215.36

' For such cots, the farmer has only a few alternatives for credit (if he is

not large enough to gen ate internal financing). Re can go to a private cdmmarcial

bank. to the Production Cr dit Association (a national lending cooparativIi), nr,s.

to a packing house or fa& processor.
-'

0

The Farm Credit Service calculates that short andAnteriediate credi9for

pre-harvest and harvest costs, and equipment) in United States agriculture cores

from the following sources: F

0

Commercial tanks 38.h

Production Credit Aseociatien sq0
Xntermediate Credit Barks 17.42

,

. the

0

Dealers and individuals (including
packers and processors) 41,52

Yammers 1lor4 Administration 2.92

Some of the4eptions, however, are closing. The trend is briefly as follows:

large banks are cutting back on production loans tocsmall farms. The-Production

I.



Ctfedit.ASSOciation is pot an adequate.-option for the many it puts".._

on, loans. Therefore, the imalltarver Sust.go to a. paCker or processor, where

S
e

-hejs put at a market-disadvantage.lki-vonder he fails. Fresno bankruptcy records:

***that most small farms goill,UnderAin debt, o packers, not banks.,

look at hqw this aaquezie U,Srks in more

'Commercial tanksave.triditianallArnvided financing,' hutIn .recent years

Q. 1

/the availability of credit for, farmers hasideclined The rank of America,:

.

Uhich. prov4dea $800- million to,$1-0billkin production credit each year has in

its own Words. "taken a hard look" at loans to small farmers:. Bank representatiw\a,.,

tell us that thcsewho have been9nanced by the Bank of america in the stet will
i 4

. 4
have ;'moderate" difficultP in_getting new loans, and farmers who have not Bien,.

financedby boa 4111 have a "very difficult" time getting a loan. yw
. ,

'
Ttie reason giVen by the bias for discouraging-loans to small farmer* is that

.01411 farms Are lets-efficient than Inviter giowetsand therefure-art greatik

This f* ,hut a circular argument:'they are greater risks because they can't get

- . .

equate credit. 4

for a nu:Malec:1 signifigAttopa in California, such is grapep, citrus,. nuts

or even cotton, the small farmer ought.,tiE tohe.,,In an unfavorable position. Hie

. f.

cost per.tan and yield per acre are often better than. larger growers,and are

0
.

. 4.

ulna/1y asgoact. Conversly, the alleged "efficiency" of the largest growers is

.. something approaching' A hpax..RUSseil Giffen and J.G. getting ample

credit because they cad maniphlate lend to geemaximuefederal. subsidies and because

their water'endmechaniation are subsidized. It is clear to us that efficiency*y.

and inefficiency have nothing' toAs with` thievallability of credit

I wouldjike-t* relatwen anecdoie told to us by Bauk.of'AneriettrueOff tete.:

\ It puts into perspective just what ample credit could do:
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Several yearsagoah elderly farmer and his wife.both died, willing their

1000 acres of Cotton and'-other crops to Bank ofAMerica4m trust departinent., under

the conditions Of the mortgage. The'tiust Officer said that this farm:rwouldiravi-
..

gone benkrupt'in*tOotears." On receiving thePraperty. the bank put. its own money

.

- .

into the fati,hirgaithe couple's son for slow per year, and in two year; put

the farm, in "theIlack. This year, the bank truet'officers say., the: farm turn

a profit of -several thousand dollars; this will climb to many duds that within

'-another year or two. This seems to -ray that a few 'other farms light. be brought

frpm the tlrdeaa pith adequate credit.
.

'Banks haVe-seiTtral policies Which.favoz their laiger customers. One is the
.

.

car,yyover of productton credit. When the ptoduntion loan cameo due each year, the

bank has.a choice to carry it overto the-next year, or foreclose: FoIiits
.

customers, such as Russell Giffen, owner of .45,0O0 acres in Wetlands Water:District,

thebank used the carryovei. and grants him new credit as well.- Giffen hae.been-;''

'alloyed to carry_ over several hundred thousand dollars -in indebtedness becauie,

c-

according to the Fresno trust officers, the'bank conot "afiOrdY to foreolope on

him. However they show no reluctance to'foreclOne on timelier...farms whose debt mar

be one-tenth:that of Giffen Perhaps the mesiagnhereAz that inefficiency and. da-

management Are to be rewarded if it 1'a done on a grand enough scale.
'

panka.can-also favor the larger growers through the "maximum indebtedness'

Which they set as a requirement'for loans. A certain portion Of the farmer's ptoperty

-
.

most be free of indebtedness in order to qualify for a loan; the banks adjust

this percentage according to size, ank thus can easily exclude the ;Taller farmer. 4
,

Production Credit Association, a national lending tooperative, is 'an option

withprohibitive restrictions., according to some farmers Weinterviesed. PCAtloans

are more restrictive than bank loansl the farmer must use his loan only for pre-



harvest and harvest costa. PCA also Offers some'intermediate'credit for purchase

of machinery such as tractors. The cost of ouch'cridit is usually one to two per-

.

cent lover than bank credit,13nt the farmer is held. to a tight annual budget,
4

since loses are.grihtedinincrementi. Finally, the farmet.must meet a Mi*Imule

findehtedness-per-acre requirement. For vineyards,-s an example,'this amounts to
.

$906 pef acre maximum.
- .

Because of.P*Ind hank restrietidns, many small farmers are left with only

one altArnative, packers-and processors. Both smeller local packing houtes, and

. .

much.larger concern: owned by conglomerates - -such a: the Del,pey packing bouts

modernized by-Tenneco last.summer for $450,000 - -offer such credit. The Fzesno City

and County! Chamber of Commerce. lists the following number. of pecyete

0 4

(for-fruits, vegetables and cotton) inFresno County.;

cotton ginning and, compressing 7.

fruit and vegetable packing 12

fruit and vegetable tinning 4'
-

dried fruits and vegetables 16

frozen fruits and vegetables, I, 3

fresh fruits and vegetables . 34

and processors

The farmer has two schemes for.packiniphouse financing-available; both put

him at a market disadvantage, and both could cause him to fail. The first is fOr

the packer to lend to the farmer; using the crop for security.'Such,loins usually

carry interest charges one to two percent higher than the bank rite, Andiin some

cases it is specified in the agreement that the interest rate is ona.percent higher

than the prevailing Bank of America rate. For the farmer thereis a disadvantage,

namely the fact that .fluctuations in prices will greatly effeCt his ability to

repay the loan. Since the packing house negotiates the prices at which crops will

be sad to marketing outlets, the farmer may not benefit much at all and may in

fact end up owing the packinihoOse money at the and of the year in the event that

. .

his income does not cover the pickips.costs. l the present market, such price

/
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15

squeezes have been -increasing.

The second scheme islor the packing houSe to offer the fartier a guaranteed

minisnaLprice at the beginning of the season for his crop, and give* a no-

interest adVance on the Olayment, to cover pse-harVest and barest costs. Theoretically,

this shifts the risl4 of price fluCtuations to the packer: if:the market rice at

harVeit time is greater than the price agreed upon, the packing house takes the

difference;, if the price is lower, the packing house will suffer a loss. but the

determining factor here is the choice of the price. Usuallyit is offered by the

picking house and not open for negotiationrit is 'often close to the lowest- r e

'for that crop in-the-previous year.'

The packers Cin'also use their credit leverage to dictate supply. Let

giVe an example. Several years ago, when wholesale peach prices in the,S Inequit

Valley were high', Del Monte began offering
incentive' financing to farmer'w1io would

increase their streage of peaches. The 'result is-now being felt; as these new plant=
r.

ings matured, there developed
an oversupply of peaches, drivink dowm the whole=

sale price which Del Monte'paya.
Retail-pricea,,however, have not dropped propor-

tionately.tionately. because of this, the oversupply is no problem to Del Monte...hut the

farmer is stuck with excess plantings of
a pertanent crop, and low prices.

Of course once the farmer is'in debt to a processor, he may not be able'to

go elsewhere for credit.,The cycle could very well end With,hia going bankrupt.

lnd not because of any inherent
inefficiency-- simply becausof size.

The causes of poverty, rural unemployment, farm bankruptcies, as you can

see, are pretty complex. It's-almost-hard
to-define who's-responsible, and whether

in fact the financial institutions really
share that responsibility. But in this

case, ignorance is-not a defense. If you are impressed.like I am with a sense, of

pessimism end futility about the future of rural California, you alight be amaked

208
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at this.d clement published by sank of America in 1970, "POO, on Fresno County."
A

iCOOtdin to this pamphlet, there ire no:maJIF problems in the Central Valley,
. .-.

at leaet\none which the investor ought to be concerned absOut. It Bey. here thAk .

' employee t is going to go up.(but fails,ta mention that it viii parallel continuing

farmer grid faro worker unemplgyeeut), it says that therAtwillIbe industrial growth
.

and that here will be more jobs because of the Water. ProjaCt (but fails to mention

I

the probT: it Will bring). The need for Fresno Counti7to offer job training and

:

Y

_relocatin 7of displaced workere,is mentioned do the sage breath es.the need for

the,countY to "increase its efficiency in raising agricultural products.' The

priphlet assures usthat "bank'of.America-10 the bank that knows4reano Corny

best"; after ill, it has "Wen on the Fpoein 2i locatiOns thereil. don't think
; A

that the "Hen on theSpot" really know the implications of the $1.5- billion * Year
'

....

the bank pours into agriculture. If the bank does know, kt does not act with at

social Conscience.
k ,

Anyway, like other major American corporations, Sank of Aserics,has a fray of

making its point of.view come'true. An agricultural credit officer told an intei-

,

viewer .art summer that the major criterion in selecting which farmers will WI

Credit is "we're trying to identify those people who're going to be around in. 19110,"

now:who's deciding who's going to be around in'19802Aside frOteptiting tithe

,again that its own credit policies are going to decide, let's lobk at A few of

the peopieWho've-been deciding,,in the appendix to .this testimony: :

Earl-Coke, former Bank of America officer, end Robert Long, presently a balk

officer, are directors mf the VC agricultural extension which conducted research

on mechanization,for lafge growers. Jesse W. Tapp, another top Officer, was on

the President's Commission on Agricultural Policy, and was Assistant Secretary ofs

9
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17-18
f.

Agriculture (U.S.). Re was also Gov: brain's Director f the California Department

of Agriculture when he was amip officer. Earl Coke as Reagan' director of the

California Department of Agriculture, also codcurre tly with his poxitich as bank

officer, add was an Assistant Secretary of Agricu urn for the U.S. am well. The

list Continues for pages: corporations, official coition., lobbying groups.

I need siy.qo more about what these interrela onship mean for decision-making

in agriculture, and whose interests are being' represented.

Let's taiit to the issue directly: what exponsibility does a bank which- lends
. .

$1:5-bilkicn a year to agriculture have;.- at responxibIity does a food processor

who offers credit have--towards'seeing
that rocs loans don't cOUse social havoc).*

or poVerty? We think that it's unfair for corporations to put the cost of their

poor or non - existent 0°0'1 decision-making
on the unemployed,/ the jobless, and

on the taxpayer. In Other words, financiers.muat
be a " catalyst for social change,"

to borrow a phrase.froa the Boa 1970 annual
report. (I should qualify that they'

t
ought to be a catalyst for positive social change, not negative.)

The first step is for the corporation to acknowledge that there are social

costs; gofA apparently has a."xocial accounting" scheme called "Arith;etic of

i,-.Quality," but I have not seen it woik in agriculture.' The second is to do something

substantial to offset the social costs already
incurred;./ see little of this

The third is to anticipate aocial,costs
in present and future policies. As you ,

have seen from Bank of 4merica's
statements with regardto credit, there ii none

of this either. And I think there Is little likelihood that this will change, if

past performances by America's major corporations.eive spy indication.

What is the place of the government1in all of this? At the very leapt,'federal

agricultural policies are not exactly discouraging the concentration of credit in
0

the hands of the big. Banks are lending to such giants as Doswell and Giffen because
a

federal subsidies re making them "bankable." I suggest that a change in federal
1

policies to jive the mull farmer a chance- -which by his efficiency he ought

to have anyway--might give incentive for banks to lend money there.

We must somehow offset the tremeridocs inertial of ourNiant agribusiness

companies add their billion-dollar lenders. We know what it is doing to rural

2.0
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APPENDIX: 'Bank of America Director Interlocks with Agribusiness

The following appendix documents e interlocking directorships between Bank-

America Corp. (and its affiliates and other cdmpsnies limped in agribusiness

at the farming, processing and distribution levels, and with public agencies

and lobbies concerted with agricUlture. Land ownership figures are included

where available; their accuracy; s not in all cases assured, due to the limited

Sources of wilily available land-ownership data '(including annual riposte,

water district compilations and the Nader study, Land and Power in California).

Where Bank of America' rectors are listed, numberi refer to the following

associations: -

I-BankAmerica Corp director

2 -Bank of rice 6 SA director

3 -Bank of rice ew York director

4 -Bank of America Managing Committee member

A. Bank of America direct s and agribusiness interlocks

HARRY S. BAKER (difictor.4)

Producers 'Cotton Oil Co,

South Lake Farms, 54,000 acres

Lake Bed tarps 1,077

California Flax 8,120

Plegsant Valley Farm go. C-417

J.E..O'Neiii ' . 4,480 .

Thunderbird Farms .

Painted Rock Ranch 6,000

Delta CottonCo.
Arizona Farming Co.

*

Mar/cope Cotton Gin Co. 5,000

Santa Rita Ginning Co.
Agricultural Seed Co. of Arizona
Totem Pole Real Estate Co,

Prodco Warehouse

LOUIS A. PETRI (director-2)
a

L.A.1,. Inc. ,

Allied Grape Growers
Napaco Vineyards . C

Ballard Ranchs)
United Vintner Italian -Swiss

Colony of America
Petri Wine Co.
North Point Land Co.

2 .1 1 L
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Appendix, 2

' ' I.

FRED FIRIOCGINtOldirector -2)

Cortaro Farms
Allled Properties (Taylor

ladch)
Krug Winery

RbSIRT DI GIORGIO (ditector-1,2)

imiorgio Corp.
Sig line Foods Corp.
Tr** Sweet Products Co.

THOMAS MCDANIEL JR. (director- 1,25

*ern County Land Co. 350,000

F.D. MURPHY (director -2)

'rejoin Ranch (51Z,owned by

Times-Mirror) 348,000

1829

15,000 acres.+44,000 leased

I.

27,000

BEVERLY. WARNER (director-3),

Corn Products Co.

D.P. BRYANT (director-2)

Eryantlanch7- 10;000

R.A..FEIERSON (director-1,2,3)

Union Sugar (Consolidated Foods) 11,200

P.C. HALE (director-2)

Leslie Properties 59,000
HO1s Bros. Realty

HERWOOD (Senior Vice President,
Loans)

Rancho Visetokore:

ROBIRT W. Loop (Senior Vice President,
Agriculture)

Irvine Ranch
Sunkist Growers:

0.133 0 -72 -$.2C -24

4 101,600

C.
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Appendix, 3

A.M. BRAWNER (Executive Vice
President)

.cv. Monte Corp. !1,220

B. Corporations with Dank.. of America interlocks

, A

STANDARD OIL CO. OF.CALIFORRIA (16,000acres)

4 .
A.A. Peterson (director - 1,2,3)

4.

UNION OIL CO. OF CALIFORNW(aliout 50,400 acres, most of which is leased)

. P.C. Halt (ditoptor-2)
Robert DiGiorgiodirector-1,2)

GETTY on COMPANY (There are 90,000 acres "adaptable to agriculture or other de-
VelOpment in fee in California," the.company reports; in western Kern County,
30,000 acre* of'pseviousIy desert land are scheduled to receive water Eros the

Feather River'Projett.)

G. F. Getty (director-2)
Louis B. Lundborg -(director-1,2,3,4)
C.J. Medberry (director-1,2,4; chairman)

DI CIORG/O.CORP.. (Subsidiaries include DiGiorgio Fruit Corp.', Earl bruit Co.,

N.Y. Fruit Auction, Philadelphia Fruit Exchange, DiGiorgio Development Corp.

and Guaranteed Troducts. DiGiorgio acreage breaks down as fpllows: Sierra
Vista Ranch (Delano, 800 acres); DiGiorgiollarma (Bakersfield, 7500.acres);
DAnton's Orchard (Meryaville, 1500 acres) and New England Orchadd,(Marys7

ville, 900 acres).

Robert DiGiorgio (director-1,2)
A.E.,Sbarhoro (director-2)
C.F. Vents (director-2),
P.C. Hale (director-2)

FOREMOST-McKESSON:ROISAINS (Includes Foremost Dairies)

.C.F. Wente (director-2)
P.C. Hale (director-2)
L.A. Petri (director-2)

KAISER MDUSTRIZS (Land holdings include Rancho California (98,000 acres of

agriculturally-oriented land between Los,Angeles.and San Diego); Aliso Ranch

(6000 Acres in San Joacuin Valley); Kellog DamAtanch (5200 acres in Contra

Costa)); Butts Farms (1040 scres.of'orchards in the Sacramento yalley);
Rancho Ventura (10,000 acres). ,

E.T. Kaiser (director -1,2)
1, A. Yerroggiaro (director12)

21,3
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PPendio. 4

GEOiGIAPACIPIC COMPANY (This luebet company Is currently converting timber lied
to orchard in Northern California and planting apples and peers.)

S.C. Mese (director -2)
O.E. Cheatham (past director)

PACIPICLICSTINGSO, (This utility bp diversified into the field of agribUsinees.
It acquired W.C. Fowler and Sons Pim Management Co-. and is "engaged in land
acquisition, arming, packing and marketing of lends and products In Tulare,
Kern and Madera counties for investor - owners." Recently Pacific Lighting bought,
llue Goose growers for $22-million, adding 28 entities- and 10,026 acres.)

D.f. Bryant (director-2)
ON Bremner (Executive Vice President)
P.C. Halo (director-2)

CONSOLIDATED FOODS (Owns Union Sugar Co., with 11,200 acres.)

R.A. Peterson (director -2)
Roland Tognazzini (director-2)

OF
T/MVS-MIRROR CO. (Owns 51Z of Tjonclanch, with 348,000 acres.)

P.D. Murphy (dIrector-2)
L.S. Dillingham (dlrector-1,2).

PACIFIC. VEGETABLE 04. CO.'

Robert DiGiorgio (director-Y;2)/
P.C. Hale (directOr-2)

BORDEN'
.

A.R. Marusi (director-3)

DELMONT'S'

A.M. Brawner (Executive Vice President)

NORTOWS/MON

P.D. Murphy (director...2)

11..7. HEINZ

R.B. Gookin (director-3),

VOWS GROCERIES

Theodore Von der Ahe (director 1,2)

1ZCEY STORES

Fred Perroggiaro (director -2)

2

IS
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Appendix, .3

C. Government positions and lobbying groups,

PRES/DENMCCgdISSION ON AGRICULTURAL POLICY

J.W, Tappt.past.Bank- Of America officer, was concurrently * member of
-this coalaion..

DEPARTMENT DF,AGRIGULTURE,

,

Berl Zoke, Oat Bank of America officer, was concurrently Assistant Secretary
of Agriculture.

J.W. Tapp, pact Bank of America officer, was concurrently Assistant Secretary-
of Agricultbie.

CALIFORNIA DEPARTMENT OF,AGRICULTURE

Earl Coke,'O'M Bank of America officer, was concurrently director of this
department in GoV. Reaganis first,term.

J.W. Tapp,.pest !lank of America officer, was concurrently direcior of
this department inlGov. Brownie administration..

AGRICULTURE-BUSINESS COUNVIIIL (lobbying group)

Robert W. Long, direaor (Senior Vice President, Agriculture) _

Beverly Warner, director (director-3)

COUNCIL OF CALIFORNIA GROWERS

. Robert W. Long, directr (Senior Vice President, Agriculture)

WINE INSTITUTE

L.A. Petri, director (dir ctor-2)

CALIFORNIA RETAILERS ASSOCIATI

P.C. Hale, director (director -2)

NATIONAL ASSOCIATION OF FOOD CHAINS

Theodore Von der Ate, directoi (director-1,2)

CALIFORNIA WATER RESOUgCES ASSOCIATIONC, a/
V'

Herwood (Senior Vice President, Loans)

4a,

2 r
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Appendix, 6

D. Bank of America interlocks with California Water Project contractors

TAISER, INDUSTRIES (Won a contract to lay the South Bay Aqueduct
from the Department of Water Reboorces.) .

;t' F. Keiser (director-1,2)
P. A. Perrogglaro (director-2)

PACIFIC GAS AND ELECTRIC CO. (Has contracts on-the Suppliers, Lids, and Oro-
wills -Thermalito agreements. Has a Series of hydro-plants on the Feather River
and may supply ismer for the Tehachapi pumps.)

c.r. Wente (director-2)

"SOUTHERN CALIFORNIA EDISON (Contractor on Suppliers, Inertia, Oroville-ThIrmo4to
and Pyramid -Castsic.power agreements.)

T.M. McDaniel, president (director-1,2)
P.C. Hale (director-2)

O

216
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'awe Merely Make Loans" ; A Report of'the CenterWr New Caporals Priorities,

Bank of America Project, 104 Couth Ardmore, /osAngelesi Cal. 90020, March '71

irvit:OciUttfeitt

we mere ;the American corporation views its

It is with curious logic that
6 h

r
-

. !: n: °responsibility." When a Bank of

.ake onn5 America acoeomist was recently asked
,

what the bank's role is in influen-

cing California agriculture toward

mechanization and therefore further hardships for farm workers, he disclaimed

any responsibility, Saying "weverely make loans."
de

But when it suits.the bank's profit,and public image,'Benk of AmeriCe will

counter criticism of its' treatment of minorities by saying "we're helping the-

community. Look, we make loans."

CorporatiOns,Anshort; control the concepts with which we measure them:

social responsibility, responsiveness, creativity.

They also control the issues, once thiy decide it is in their interest

to be "responsible" for they For UC Santa Barbara students, the war had

been their Aug; they took the Bank of Americe's Isla-Vista branch away,

and the bank took their issue away. The war is bad," said Chairman Louis

Lundborg then to every studeWsgroup hermit. Now that the bank controlled

the Vietnam issue ( naborgiuddinly received a barrage of invitatiohs to

speak hefore ace roups), it had "social responsibility." Generously, Bank

of America begansharing it with students and citizen groups.

"Social responsibility," as a matter of fact, is a commodity. Once a.

Corporation has bought it it has insurance ellkinst unwanted change.

planted change is a different story. The Bank of America proudly claims

?credit for:the progress of California agriculture and for millions of middle-

.
'Class homes. Bank founder A.P. Giannini, his followers relate, was a hard -

nosed, powerful Man withinatly connections, who built the world's largest

bank, a symbol of Prosperity. That is positive change.

BPt why. should the Bank of America use its power to help end the war,.

pr to pressure polluting customers to stop? A Senior Vice President.

recently stated -- sincerely -- "I am frightened at the concept of a corporation

having that much power in,politicS; doryou think 'the corporation should have,
1r

0

that much power?"



Of course the corporation .already has that power.

'')

0

Many exl:tives claim it was unsought, that'power concen Eaje rtain

handt hecaus 'of "man's inherent greed," "basic business. principles." Is short,

itwas delegated by the,hardJeCts: By which they mean the hard ecomdmis.'S

facts. ; .

.
.

1 ,
There are also hard human facts. They delegate power to thepeople who

challenge an outdated, stifling value structure. Thatis the mom* Ape
-

Bank of America Project research which follows.

tt fotuses on responsibility. It does not amok to place it onitieteRtly

In a particUlar executive office at a particular point in tic (althoUgh there

art:some such references); rather, it presents a much.more cOMplex piston§

designed got to absolve lapelon within that picture, bit to thallamge

each of them'to creative solutions for thii society's survival.

The Bank of Americo Project need not elaborate that it is:a time for

creative survival tactics.

4

There are 615o.
.h6rd humni'vfwk.,5..
They de8 ate'
powe -Ea he

2 8



The Bank of America -is interested in ,
mechanized farming'. We invest in 'mechanized

field: acking, a 1969 Bank ad proclaints
in thediacramento Bee. "It yoUtri inter-
estedlin vegetables. We're interested in
you."

There are some peoplointerested in
vegetables whom,the Bank of America ig-
nores -- California's smet) growers and
farm workers.

By 1973,, almost 4,500 Workers Will be
Unemployed as a result of the mechanized.

11101 grape harvester. And small growers will

not be able-to afford sug machinery.1 -

In a recent phone, conversation,,,when asked if Bank of America is sub-
sidizing research efforts into farm mechanization, John Knechel, the
bank's agricultural economist,,replied, "We don't subsidize anyone 11- We
are not a government agency. We do give loans, and some of 'our cotomers
are companies doing research'On mechanizatiOn." Knechel exPleineci that often

the' ank does not know what loans will be used for specifically; induce-
ments for giving loans, he said are "found in the profit and loss statement

A of farms. It is an economic-inducement, the only inducement we recognize."
Rightly, Mr. Knechel states the relationship between the bank's economic

power, and "progress" in agriculture. The bank's loins promote greater ef-
ficiency. Knechel explains, "by increasing their efficiency (through mechani-P
zation), such companies are making themselves more bankable. It gives them

le t

access to more credit."
Meanwbile, it gives small growers less access to economic power. The

Bank of America views, this trend somewhat fatally: "The feality is that
many small, full-time family farms have become uneconomic," states the bank's
publication California: People, Problems, Potential .2 A flock of statistics
''about productivityt, acreage and population has apparently swooped down upon



1837

the small. grower and threatens to swallow hid, the book implies.

What small growers must indeed contend with is a free-market system;

which restricts their borrowing power. Thei cannot gdt loans from banks

like Bank of America, so they must rely on financing called "growing con-

tracts" from food processors: By such a contract...the grower produce& a

specified amount of a crop for the processor at market price. If he pro.,

duces a surplus,,that goes to the processor at a reduced price;,if he pro -'

duces less than contract:he.is penalized. l'he processor, protected_from.

any loss,,of course has an open line of credit to, the bank.

. R.A. Peterson,, past. Bank of America president, had given the small grower's

dilemma some thought, but he rejected.any program to buoy him up. In '1968,

he told the California Canners and Growers that "to maintain uneconomic farm

units- by federal policy is not only bad economics, but-a cruel social jjus-

tice to industrious people who deserve a better shaki4÷...-
2;

". The reakT _bith By "better shake,".Bank of-Ai meens

.phase out the small landownei.. The rationale

mDry 5rm, I, -f.:y1 I-- to initiate a "voluntiri land retirement pro-

time foonly arrr.)5gram.. according, *Californiel People, Prob-

hiv.e- become un
lens, Potential, is that it "should allow

the maximum freedom of market forces possible,

.econo m ic. to enable the healthy, competitive, commercial'

segment of agriculture to seek its own level of profitible operatiOn"4 :.-

inother words, make the market free by excluding maRy, of its participants.

The bank concedeS that small growers have alternatives. Mr. Peterson

-defines lhem; "1) move up to commercial scale farming; 2) retrain for another

job; 3) retire."5 Where is thejourth alternative?

One direct investment of the Bank Of America, thOCilifornia'Water Pro-

'Ject, certainly..doesn't open up any new options.0The bank holds 5160- million

in the water' plan's bonds. Senior Vice President Robert Long admits'that

the plan is designed for large corporate growers and will offer water too

expensive for small growers to afford.

(In addition, the Witer Project threatens the, ecology of San Francisco

Bey and of Northern California. In return, admittedly, Bank of America has

2 20
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saved Californians 600 trees by publishing its 1970 Annual Report on re -

cycled'peder. An- announcement to that.effectI on the beck page of there -

'port, ironically, by the same mathematics cost Californians 30 trees.)

Amidst all the social impact its agributinest'investants have,. the

bank attempts to convey a neatral hnve no -Formal
position. According to Bank of . r 1, 1

America's John Knechel, the cOm - lobby on tarm InDor.7
pany takes .no stand onlhe issue

of farm 'Fakir; "we have no formal lobby on farm labor," he sayt.
6

Consistent-

ly, President Clausen claims to the public that. Bank of America is not taking

sides in labor disputes. A brief episode between-the Bank of America and the

United Farm Workers Organizing-Committee in 1968 contradicts that.

The bank, namely, had owned 5,500 acres of land near Delano. which it had

secured after foreclosing on.a mortgage owned by Mr. P.J. Divtzich. Agri-

business Investment Company wasset up to lease the land from the bank and

opetate it. With the'grapeboycott in full swing, UFWOC approached the

bank to set up negotiationS.1Bank of America replied in a'telegram to Cesar

Chavez, "the Bank his leased the grape prodUcing properties yOu mentioned to

Agribusiness Enterprises (Agribusiness Investment Co.) and consequently

is not operating the ranch,"7 Also, Mr. Fred Morgan, an attorney for the

bank, told.UFWOC attorney Jerome Cohen that the bank had no obligation under

'federal law to negotiate with the farm workers.

Agribusiness Investment Company, the convenient shield between the bank-

and its responsibility for farm workers, had been founded when the bank fore-

closed on Divizich'sproperty. Four dayi after its founding, Agribusiness

Investment signed a lease with Bank of America to- manage the property, The

signatories: AlvindMcNeil and Jack D. Swaney (two attorneys for the bank and

also President and Vice-President of Agribusiness Investment), and E. A.

Iverson and C. E. Cooper, bank Vide Presidents.

Divizich was is displeased with Agribusiness Investment as the farm wor-

kers were. In the first year the bank's paper, corporation operated his land,

it caused Divizich's-grape tonnage to drop from 33,000 to-20;000. Divizich

sued Bank of America for edsmenagement, an action still pending:

221
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There areother examples of the bank's taking sideSAn CalifOleta agri-

,

business,-one.of them bank management's support 'Of the Bracero Program.

Before 1964, growert could bring bracero labor into California -- Mexi-

can farm workers who reteived seasonal contracts to come atrossthe border

to work. The arrangement, of course, ignored domestic woeiteri! needs for

decent housing, wages and living standards by importing Mexidans for whom the,

growers were not responsible. When Senator George Murphy introduced a.bill ±'.)
in 1070 to restore the Bracero Program, Bank of America President A.

Clausen called the bill "just."8 Robert Long said it provided "knece7ary

labor force unavailable elsewhere."9 Long also stated that the farm workers

off""aren't so bad off" as people think.
:.

The Bank of America thinks about California agribusiness from its own

point of.vieW. With directors and management from DiGiorgio, Von's and For-
:" most-McKessOn on its board of directors, the bank shares their problems

and enjoys their bright outlooks. There is, indeed, a bright outlook for

mechanized farming, for plenty of water for large growers. Meanwhile, Bank
-of America and its friends must live with their problems. "Tha efforts of

farm workers to organize." a bank research compilation says, "have...cast a
shadow over the San Joaquin Valley."

,0

", The effOr''c,5-
of farm work-
'ers to organ'
ize have cast

shadow o-
ver the .50n
Joa9ur VD11?
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The-Bank of America Project is indebted to the following people and groups

for their genertus help in this research effort. We thank You:

Fred. Goff, Michael Sweeney, of NACLA and the Pacific Studies Center,

respectively; the United Firm Workers OrganizingCemnitter. the California

Migrant.Ministry.

NOTES

IV. Agribusiness

1 "Mechanized Grape Harvesting and Displacement of Fir6workers." Fres00
County Economic Opportunities Commission RepOrt, 1970.

2 California: People, Problems, Potential, p. 15-16.

3 Speech by R. A. Peterson to.Callf. Canners and Growers, San Francisco
Hilton, 1960.

4 California: People..., op. cit., p. 15-16.

5 Speech by R. A. Peterson, op. cit.

'6 IntervieW with John Knechel, Agricultural economist for Bank of America.
6 3/2/71.

7 Telegram from Bank of America signed by E. A..Iverson, 10/26/68.

8 Interview by a College Press Service reporter, Fall 1970.

9 Ibid.
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BEST COPY AVAILABLE

BANK OFAllan:
BIG COASTTARST

,

For Bombers and Critics, It's
.1

a Favorite Enemy Now I

44-,41.--
t cy slur:( V. ROBERTS i

smut writ Sre l'srig Saw i

LOS ANGELFS, May 15--A:
visitor asked a friend the other;
day how to find the lank of
America headquarters. "That's!
easy," ,camst the reply. "Just',
follow the smoke,"

Officials it the Bank of
Amerks, the tersest non,loveret!
mental bank hi the world, de'
not find such remarks funny.'
In February, 1170. ore of
bank's branches Was burned,
down during riots in the Btu,
dent community of Ida Vista. t

Since then, branches hAve

;tinter
attacked 31 times 22

,tirrits by explosive devices and
17 by fire bombs or arson.;
Three attacks took place Wits
week--one in Berkeley and two'
In the San Fernando Valley, a
suburb of Los Angeles. i

"Its a damn serious problem
because of the frequency,"
said P. E. Sullivan, an execu
thee vice president of the bank.;
In in intarvkw. "If it continues
at this pace it's bound to have-

, an effect on our customers and
employed"

Other Critics Are Vocal
. The bombings coincide with a

barrage of criticism that has
been aimed at bank Policies
our the past year. Most of
Ilse critics disavow the bomb -'1
ea. and feel that the attacks)
only divert attention from hank
activities that they centend
are Immoral.

The physical assaults on the' lank of America are,part of a
broader pattern in 'Catgornla.
Gov. Ronald Beaten said, re-
cently that the were 4,443
bomb threats during tile last.

. 10 months of 1970, and that
there were 1.052 incidents in'

which bombs were found.
Targets ranged from Los

Angeles City Mali and buildings
it Stanford University to as
sulauban superniarket but the
Bank of America, whose 900
branches make it as ubiquitous1
as fried chicken franchises, lel

, the central focus. Why?
After Isle Vista, a student

will mooned having saki. "the
Bank was the [tippet capitalist
establishment around an ex.
ample of American capitalism
whier s kink:MVO:de err
550 woAd end" it* MOM

1

tea' ti t .1... W.. ribntU
featuring the Wilkbornints at
Isla Vida are ,,till bi:t ardent
in computrheasturet. Officials
also cite the "copycat" syn.!
dre;ne, The only persoe ar
rested for any of the bombings
was a I.yearold boy from
Mill Valley who told the police
that "it seemed *like the:
thing to do," merlin; to Mr.
Sullivan,

All farmIngs at Nlaitt
Moat of the devices have

berm crude pipe bombs stuffed'
with aunpowdcr, All have bee&
set at night, and no cue hasi
boa lajuresi. The bombers;
seem to share a premise cur-I
rent among some radicals: Via;
knee against property Is all
sight, but not againtt people.

At the same time, the lank
of America has been attacked'
with words thousands of,
them. The Center for New:

rate Priorities; started bp
students at the Urtiversityi
of Southern 'California, has
chargetisthat the bank supports'
largo farmers, thus repressing;
farm workers, and that It h.,
retreat economic imperialism
abroad, yet refuses to lielPi
minorities at home.

71s6 Center's major cons.1
plaint, however, is the bank's"
involvement In Vietnam. I

Bank offkials have many)
times "specifically rejected the
charge that we as an institution
support and profit front a*
war in Vietnam " The bank else
distributes personal statements
by its

f lict,
officers who oppose the

WartGorms Are Pinandal ,

Mr. Sullivan readily se.
knowledged, however, that "we;
finance many companies who
produce goods and materiel;
used In the war.". Ile added.;

, "We have a role In letting our;
opinions be known about tie'

_ war, but we shouldn't let therm!
opinions cloud our banking!
decision.;

The root of the conflict be.1,
tween the bank and its critics
Is not over facts, but over,
premises. The bank continues,

, to believe that "banking
stuns" thouki be Made. as at .;
Sullivan pia it, on the basis,
of 'economics, not politics."'
Profit is still its major goal.!

To Ed Scanlan, of the Center,
for Few Corporate Priorities,
this attitude only "feeds the
status quo" and Odes nothing
to alter basic power relation.
ships in the .society: Louis
Lundberg. who recently re-
tired as chairman of the bank's
board. recognized this cleavage;
in 'a speecfacing ear. I

"We are a real honest-I
toGod disenchantment," hci
said, "not Just a passing
mental flare-up that will So'
away if we just keep it cool;
for a while. There is a new'
velure systrm 'emerging in,
AntorInk Snrlin. with flint
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FoNaZRARRPF%1ORIETWTIES

. ,

AMERICAN 111ANKE*" ,-

Nc;entber 3, 1971

.

Bofilssue.s Detailed
Rebuttal to Charges of

Social Irresponsibility
Spec** to iss saNdoin stow

SAN ZeNANCI8CO3Nank pt America
MUSA has prepared a detailed rebut.
lei to a pamphlet which had charged the
$27.11 billiondepalt bank with .social
Irresponsibility in connection with many
of its activities at horns and aln'oed.
, The document, "Anatomy of an Accu.

MINN' was prepared by Geoff Breu-
Illette of the public relation* staff for
internal um by the bank,. officers who

qt
ten are confronted with the type of
estion's rideed in the critical pamphlet.
The boa rebuttal was made in re-

'Noma, to, "Ws 'Merely Make Loom,"
1 pamphlet published loot March just
before the DNA. annual meeting by the
Center for New Corporatrrioritko.

The center charged that the bank was
Insensitive to the public's nettle and soc
deny' irresponsible In connection with
the war In Southeast Asia, the financing
of d copper venture on the South Pacific
Island of Sougsinville, the handling of
minority loans and employment and the
gemming of agriculture* business in
California.

The Loci Angelmbesed center was
(minded In till by a group of student'',
most from the University of California
at Loa Angeles and the University of
Southern California. The center, how.
ever, Is stiffed by full.tImi personnel,
Including a VEIC Octorel candidate who
was once a summer intern in Nov York
at Bohm". Week nrsgsnino ea later
pert.tinice reporter for Its Les Angeles
bureau.

Jamas r. Langton, minter vice plea.
. I

/i 1n Los Angela. "end the lwarklet rani"

dent for public relations, deckled on a
more detailed tebuttul than moot corpo-
ration', including Solar, usually give to
charges raised against them mainly, he
DAM, because he was intrigued by MN
persueventimi of what its considered an
out.of- context and generally unfair dec .
ument.

in th pamphlet were representative of
throe

Nto charges

raised by critics of the honk.
Mr. Langton said he thought a detailed
answer would be usetni to the efficere
who on occasion are called upon to de-
fend the bank In public.

"We don't consider the tenter prrtkn-
tarly noteworthy or significant among
the Many critics," Mr. -Bmillets ex-
pleMecl. ("There are many group' making
the same similar charge,, but this
seemed to be morn rationally presented
than the others."

In his answering document, Mc. Emu-
Melte sets down In the Sett -hand column
of-each peg. the complete tent of "We
Merely Make Loans." In the tight hand
column and In a.different type face

'
he

responds to most of the specific and
Implied charges. The original document
ran to 23 pages with *nattier. page of
notes. Tile ?MCA "slower is 4 pages long,
including notes.

At least one top NIA officer already
he* made nee of the answering pamphlet,
which toss sent out tinder a cover totter
July 211 by lir. Langton,

G. Robert Trove Jr exeCutIve vice
president erhl chief larding officer fur
the Southern division, used the booklet
as a briefing paper for an appearance
he mad* before a group of young adults
sionsored by the Young Men's Christian

skic e
"florae of the same litany of criticism

came up at the meeting," recalled Ink"
Mitchell, t EWA public relations officer

ill very handy In making the point that
sue ought to be able to document his
accusations beyond the mare assertion
of them."

Officials of the center were no.inr
pressed with the answer. 3t4 Scanlon,
research director of the center, and
Jame Lowory,"project director and for
mar Busintse Week intern and pelt.
time reporter, Conceded that their origi-
nal document was net without its Saws.

"Jut iotA made merry of the sane
errors they accused us of making," as.
sated Mr. &Anion. Among the failings
of the ISOM answer, Mr. Scanlon Said,
were !hi rhetorical treatment of the is.
sues end, even though the full text of the
center document was reported, the SofA
answers ignored the Context of the trill.
clam.

Mr. Scanlan dilly disputed the opening
assertion if the BOA answer that the
title if the center pamphlet was beard
one eteternent attributed to a HOC
sglicultural economist which he denies
having made, Mr. Scanlon claimed IN
won lietenIng on the telephone Whcn
EN economic* said: "We merely make
loons."

The bank stand* by its economist's
contention that he did not make such a
remark and certainly not in the con-
text the center molted it, Implying
that the bank lois no responsibility fur
its' impact on society other than its
obit alien as a lender.

Mr. &anion mid the center already
was at week on another *tattoo if Its
p_amphlit when the SnfA answer rt100
He said the center is preparing furtlici
reports en SistA and he* contracted al:is
Alfred A. Mwepf, Inc., New York, to lull,.
lisp a book on the bank isemetinie next
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Senator STEVENSON. Our next witnesses are Mr. Curtis Aiderson
of Sunkist and Mr. Jack Sullivan of th"6- California Canners and
Growers Co-op.

Thank you gentlemen, for joining us this afternoon. Yoli are wel-
come to proceed by reading your statements or summarizing them.

Mr. ANDERSON. We decided it did not make any difference, so I
will start.

STATEMENT OF CIATIS ANDERSON, MANAGER, GitOWER 2,ELA-
TIONS DEp.ARTILENT, SUNKIST GROWERS, MC., SHERMAN OAKS,
CALIF.

Mr. ANDERSON. I am Curtis Anderson for Sunkist Growers. I man-
age the grow,ers relations department.

We at Sunkist Growers sincerely appreciate the opportunity to Rut
into perspective the position it plays as a grower-owned cooperative
in the chain of events that occur in the marketing of all varieties of
citrus from California and Arizona. Sunkist is considered quite
unique in that it has for its 78-year history successfully marketed ap-
proximately 70 percent of the production of citrus in California and
Itrizona. this is especially unique when you consider the fact that
its grower-member agreements provide that they have the option to
withdraw from the system once each year.

The formation of Sunkiiit in the 1890's was out of it dire need to
provide adequate returns to an industry which was destined for
oblivion unless it was able to organize and represent itself in a unified
way in the marketplace. One of the unique features of Sunkist, as
well as other successful cooperatives, is that best described as self-
help enterprise with its only reason for existence being to serve a
distinct need of its members.

To be more specific about Sunkist, we are a federated marketing
cooperative representing 8,700 growers in California and Arizona.
Our sales totaled $344 million this past season. Our membership is
restricted to growers and associations of growers. These 8,700 grower-
members have an average per-capita ownership of approximately 30
acres.

We are basically an organization of small growers who have
availed themselves of the opportunity provided under the Capper-
Volstead Act to join together to effect the economies of large-scale
packing, shipping, and marketing. The Capper-Volstead Act haspro-
vided, the framework whereby any efficient farmer or producer of
agricultural commodities has the opportunity to be a viable part of
the agricultural community. The Capper-Volstead Act was not de-
signed to lifp the inefficient, poorly operating producer. Its au-
thors were motivated by the need to help those that were willing to
help and foster their own prosperity.

It might be well at this point to describe our federated nature as
opposed to a centralized cooperative. At the base of the Sunkist sys-
tem are the 8,700 grower-membeis located in the two States. The next
layer is the local association or packinghouse voting unit which has
membership in. a local district exchange. There are approximately
100 local associations or packinghouse units who gain voting repre-
sentation through 20 local district exchanges. It is at this district
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exchange level that the coordination of marketing between the local
and Sunkist central takes place and, also, the grower representation
Nt the central board of directors.

Each district exchange's number of directors on the board is deter-
mined by its last 3 years' average volume through the system. A for-
mula provided for in our bylaws provides for representation on the
basis of volume. In addition to each grov'ver having an opportunity
to determine who shall represent him at the local level, district ex-
change and Sunkist, the grower-member contributes the moneys re-
quired to capitalize the organization. Each grower contributes capital
dollars in relationship to the volume he markets through the system,
both fresh and processed. His capitartredits ake represented by
physical plant facilities and inventory, such as, our two 'products
plants, one for oranges and grapefruit, and the other for lemons.
Other capital items are the central headquarters, it furnishings, and
the like.

Unique advantages available tb the small grower through the Sun-
kist system are many. First of all, he takes advantage of the large-
scale marketing thrust Sunkist has effected over the years of its op-
eration. AlscN the small grower can obtain equal treatment on the
basis of size and grade of fruit he produces equal to a large grower.
The central pooling' system in our products operations, as well as
export, provides for flaring the risk and marketing opportunities
winch would not be available to the small grower unless he has a
syStem as provided for in Sunkist. Local associations are comprised
of large as well as small growers, both of whom recognize the advan-
tages to be gained through utilizing centralized activities.

In addition to pooling at the central level for the growers' benefit,
extensive pooling programs are conducted at the local association
level. Grower equity is maintained through these kinds of system and
the large and small growers are rewarded. alike for quality, sizes, and
grades produced, but the greatest benefits derived are sharing of the
risks and marketing opportunities.

Sunkist's basic responsibility is that of marketing and those func-
tions that would be considered supportive to marketing or which
would in some way enhance the value of the production of its mem-
bers. Sunkist's'responsibility for the growers fruit begins when the
local association or packinghouse prepares the fruit for market under
the grade qualifications, container specifications, and other standardi-
zations set forth by the board of directors. The responsibility from
this point until the proceeds of sale are returned to the local associa-
tion are that of the central organizationf

I think it would be well at this point to describe some of the activi-
ties along this marketing chain that are for the benefit of the RAO
grower members. Sunkist. is engaged in extensive advertising and
merchandising campaigns in both domestic and foreign markets for
the purpose of promoting the sale of fresh fruit. These marketing
activities are carried out by salaried employees located in 43 offices
throughout the United States and Canada whose only function is to
represent the grower in the market and actually sell his fruit. It is
extremely important that the grower have market representation and
of such a size that lie can be heard and reckoned with as a responsi-
ble. and effective force in the marketing of his crops.
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This current season, which began November 1,1971, the board of
directors approved an advertising and merchandising program for
all varieties totaling $8.5 million. These funds are earmarked for use
in the 'purchase 'of point-of-sale material, to support a staff of 60
merchandisers in.the United States and Canada, to purchase adver-, tising sppLce in magazines and local newspapers, and to air television
commercials. The funds will lso be used to develop trade incentive
programs to encourage custom ,rs to handle and merchandise Sunkist
citrus. t. ,

. Another effective sales and eichandising program is the con-
sumer service department which, since the 1920's, has tried to answer
questions and provide the consumer with helpful information all
these years.Ve adopted such a policy because we felt that the only
way to successfully market a food product was to have satisfied cus-
tomers. This current season $300,000 is budgeted for this activity,
which includes free consulting service to hospitals, hotels,, an large
in-plant feeding .establishments, institutional research, recipe , cook-
books, and food-page service to newspapers for the consumer's nefit.
They also make television and public appearances on consumer
matters.

It would be well to note at this point that in the face of subdivision
and urbanization in traditional citrus-producing areas in California,

. acreage in the two States is now the largest it has been in the history
of the industry. Groves have been urbanized and, at the same time,
new areas have been developed in the San Joaquin Valley and desert
valleys of California and Arizona. The marketing of the production
of these acres is formidable in itself without considering the fan-
tastic increase in production in Texas, Florida, and other citrus-
producing areas of the world. This is why it is extremely important
that citrus growers today are represented effectively in the ma et .
and that they take advantage of all the economies and efficiencieb of
marketing. Stivkist, for the benefit of its grower members, is engaged
in a markerdevelopment program in Europe and the Orient. Sunkist
Growers has long had varket representation in these other areas of
the world and last year nearly 20 percent of the 60 million cartons
fresh marketed by Sunkist were sold in foreign lands. We haves' en-
gaged in market development programs sponsoring trade teams from
these countries too visit the producing areas of California and Arizona
and also to represent the grower in tariff negotiations to insure his,
fair treatment in foreign markets.

A. current and good example of the grower's collective advantage
in today's sophisticated market is the ability of Sunkist to obtain the
liberalization of quotas on grapefruit in Japan beginning this seaso.
Sunkist, in cooperation with Government agencies, was directly re-
sponsible for the liberalization of the quota system on lemons in 1964.
Prior to this liberalization, growers were selling approximately
250,000 cartons of lemons. During this same period of time, the f.o.b.
value for a 40-pound carton of lemons has increased from $3.42 in
1961 to $4.95 the season just closed. We are extremely optimistic in
the case of grapefruit, and our track record on lemons gives us cause
to be so. We are scheduling the sale of a thousand cars of gragfruit
in Japan this year compared to only token movement in previous
years. These two incidents are prime examples of the grower's effec-
tivenesstbrough cooperative and organized marketing.

60.133 0 - '12 pt.30 -15
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I think it would be well at this point in departing from the text,
since lemons were talked about earlier, that in 1964 5 percent of the
bearing acreage in California and Arizona, 5 percent oi the, at that
time, 56,000 nits was nonbearing, and in 1970 28 percent of 66,000
acres is nonbearing, so the opportunity that this market presentid
and the price advantage has encouraged people to plant lemlins.

Back in 1964 the income per acre to lemon growers was a negative
$28 per acre, and it has gone up to a plus $414 in this period of time.
So the growers come from a zero position to one of starting to make
some money on their effort.

There are other areas where a grower's membership is important
for the benefit of marketing his crop efficiently. We have represented
the grower well in areas such as negotiating transportation rates,
effecting the lowering of rates, as well as having a tempering effect
on increased rates. We also carry, out an extensive market research
program as well as scientific research.

Smce the early 1900's, we have engaged in the processing, making
food products of all varieties for the benefit of the grower for fruit
that has not been suitable for the fresh market or excess to the fresh
market. Sunkist currently sells over 1,600 processed and manufac-
tured items for industrial use, such as flavoring, pectin, and many
other products used in the manufacture and production a food prod-
ucts. These have been valuable grower activities and have provided a

very stabilized effect on prices in years of high production or frost
years.

Being a marketing cooperative and owned by its grower members
represented by capital outlays on his part, Sunkist has no control
over its local association members other than in areas of fruit quality,
trademark utilization, and those things pertaining directly to mar-
keting. Sunkist does not hire farm labor or in liny way engage in
this function. It would be well to note, however, that Sunkist's effec-
tiveness in marketing the crops of the last .75-plus yearg has been the
main force in providing a successful industry which certainly, has
provided jobs and employment in rural communities.

I have spent a lot of time talking about the benefits to the grower
in the Sunkist system, but it would be well to mention the benefit to
the consumer as a result of the grower's marketing efforts. The con-
sumer benefits in that he or she can rely on the Sunkist trademark as
a name with consistent quality and can buy it with confidence. Also,
she benefits greatly from the efficiencies from such a system which
would not be available to her if the growers attempted this gigantic
task independently.

The citrus crops of the future are projected to be quitesignificant
and the task of increasing per capita consumption is quite formidable
if the efficient grower is to expect a reasonable return for his efforts.
In our opinion, the years ahead are going to be very crucial for 'the
citrus farmer and it is going to be increasingly important to him that
the marketing giysteln be efficient and that he is represented well in
the marketplace and this is available through Sunkist to effectively
meet organized buying with organized selling.

Senator STEVENSON. Thank you very much, Mr. Anderson. We will
print your entire statement at this point in our record.

(The prepared statement of Curtis W. Anderson follows:)
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TESTIMOBY AT SENATE SUBCOMMITTEE ON MIGRATORY LABOR

January 13, 1972
Son Francisco, California

Curtis W. AnAer4on
Manager

Grower Relations Department
Sunkist Growers, Inc.
14130 Riverside Drive

Sharman Oaks, California

Sunkist Growers sincerily appreciates the opportunity to put into

perspective the position it plays as a grower-owned cooperative in the
*'

chain of events that occur in the marketing of all varieties'of citrus

from California and Arizona. Sunkist is considered unique in that

-it has for its 78-year history successfully marketed approximately

70 percent of the production of citrus in California and Arizqna. This

Is especially unique when you consider the fact thaeit grower-membet

agreements provide that theyhave the option to withdraw from the system

once each year.

The formation of Sunkist in the 1890s was out of a dire need to

provide adequate returns to an industry which was destined for oblivion

unless.it was able to organize and represent itself in unified way in

the market place. One of the unique features of Sunkist, as well as
- .

other successful cooperatives, is that best described as self-help

enterprise with its'only reason for existence being to serve a distinct

need of its members. To be more specific about Sunkist,. we are a

federated marketing cooperative representing 8,700'growers in California

and Arizona. Our sales totalled $344 .milliOn this past season. Our

membership.i restricted to growers and associations of growers. These

ilk700 grower-members hove an average per-capita ownership ofapproximately.30
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acres. , We are basically en organization of small grovereswho have availed

themselves of the opportunity provided under the Cowie; -Volstead Act to

join together to effect the economies of large-scale packing, shipping

and marketing. The Capper -Vol,tead.Act has provided the framework whereby

any efficient farmer or producer of agricultural commodities has the

opportunity to be a viable part of agricultural community. The Capper-

YOIstead Act was not.demigned to. lift up the inefficient, poorly operating

producer. Its authors were motivated by the need to help those that

were willing to help and foster their own prosperity.

Itelight be well at this point to describe our federated nature as

opposed to centralized cooperative. At the base of the Sunkist system

are the 8,700 grower-members located in the two states. The next layer

is the local association or packinghouse voting unit which has member-

ship in local district exchange. There are approximately 100 local

associations or packinghouse units who gale voting representation through

twenty local district exchanges. It is at this district exchange level

that the coordination of marketing between the lrical and Sunkist central

takes place and, also, the grower representation on the central Board of

Directors.

Each district exchange's number of directors on the board is

detere1ned by its last three years' average volume through the. system.

A formula provided for in our Bylaws provides for representation on the

basis of volume. In addition to each grower having an opportunity to

determine who shall represent him at the local level, district exchange

and Sunkist, the grower-member contributes the monies required to

. capitalize the organization. Each grower contributes capital dollars in
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relationship to the volume he markets through-the syitti, both fresh

and processed. His capital credits are represented by physical plant

'facilities And inventory, such as our two products, plants, one for oranges

and grapefruit and the other .for lemons. Other capital items are the

central headquarters, its furnishings and the like.

Unique advantages available to the smell grower through the Sunkist

system are many.. First of all, he takes advantage of the Urge-scale

marketing thrust' Sunkist has effected over the years of its operation.

Also, the small grower can obtain equal treatment on the basis of size

and grade of fruit he produces equal to a large grower. The central

pooling sysitem in our products operations, es wall as export, provides

for sharing the risk and marketing opportunities which would not be

available to the small greyer unless he has a system AS provided for

in Sunkist. Local associations are comprised of large as well ai small

growers, both of whom recognize the advantages to be. gained through

utilizing centralized activities.

In addition to pooling at the central level for the growers'

benefit, extensive pooling programs are conducted at the local, association

level. Grower diquity,i4 maintained through these kinds of systems and

the large and small growers are rewarded alike for quality, sizes and

grades produced, but the greatest benefits derived at. the sharing of

the risk' and marketing opportunities,

Stinkist's basic responsibility is that of marketing and those

flinctions that would be considered supportive to marketing or which would

in some way enhance the value of the production of its members. Sunkist's

itesponsibility for the growers' fruit begins when the local association

9
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or packinghouse prepares the fruit for market under'thegrade

cations, container specifications and other standardization. set forth at

by the Soar4 of Director'. "TheresponsIbility'frms*-thie,Point until

the proceeds of sale are returned to the local association :are that of

the central organization.
o

I Malik it would be well at this pant to deicribe some of the

ectiVitieel.N4long this marketing chain that are for the benefit of the
* .

8,.700 grower members. Sunkist is engaged in extensive adVertising and

merchandising campeigns in both domeetic and foreign markets for the

purpose-Of promoting the lie of fresh fruit. These marketing activities

':are carried out by salaried employees located in 43 offices thr out

the United States and Canada Whose only futictionAs tto represent the

iltdwer in the mitket and actually sell his fruit.. it is e*tremely .

Important that the grower have market representation and of such a size

that he can 'be heard and reckoned with es a responsible and effective

force in the marketing of his crops. 7

This current season which begen.NOVemberli,.1971he Beard of

Directors approved,an'adveriiaingand.merchandising program for all

virietiellpOtallIng $8 5 million.. These fUnds10 earmarked, for use

in the purchase of point -of -sale material, to support a staff of :alixty

merchandisers in the. United States ang,Canade, to purchase advertising

space in magazines and local newipapera, and to air television commercials..

The fUnds will also be ueed:to,8evelop trade ineentivevrograms

encourage customers, to handle and merchandile Sunkist citrus.

Another:effective sale* and merchandising program is the Consumer

Service Department Which,: since the 1920s has tried to answer questi/Ins



and proVide the consumer with helpful information all these-yearn:

Adopted such a policy becauieve-telt that the Only way to successfully

market a food-product-was to haVs'eatisfied:cpstomers. This current

season, $300,000 Is budgeted for this activity which includes free

coneulting service to hospitalt,-botels and large inplant feeding

eMtablishments, institutional research, recipes, cookbooks, and food-

page service to newspapers.for the consumer's benefit. They also Make

television and public appearances on consumer matters.

It would be well to.note'at this point that in the face of

subdivision and urbanization in traditional- citrus- producing areas of

California, the acreage in the'two states is now the largest it hass)eln

in the history of the industry. Groves have been. urbanized, and at-the

same time, new areas have been developed in'the San Joaquin Valley and

4
desert valleys of-California and Arizona. The Marketing of the production

of these acres is formidable in itself withoUt eonsiderin fantastic

increase in production in Texas, Florida, and other citrus7produciDg

-Areas of the world. This is why it is extremely important that citrus

grower's today are represented effectively in the market and that they

take advantage of all the economies and efficiencies in the marketing

chain of events. Sunkist, for the benefit of its grower members is

engaged in a market development program in Europe and the Orient. Sunkist

Growers has long had market representation in these other areas of the

World and last year nearly twenty percent of the sixty million cartons

fresh marketed by Sunkist were sold in foreign lands, -We have engaged

in market development programs sponsoring trade teams from thele countries

to visit the producing areas of California and Arizona and also to
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represent the grower in tariff negotiations to insure his fair treatment

in foreign mirketis#.

A current and good example of the grOnees collective advantage in

today's sophisticated market is the ability of ,SunkiatTio obtain the

liberalization of quotas on grapefruit in Japan beginning this seasdh.
-

,

Sunkist, in cooperation with Government agencies, was'directft,:responsible

for the liberalization of the quota system on lemons in 1964. -Ptior'to

this liberalization, growers were selling approximately 250,000 cartons

a year and in. the. season just closed Sunkist sold over 2.9 million_ cartons

of lemons. During-this tame tietiod of time, the f.o.b. value for a

forty pound carton of lemons has increased from $3.42 in 1964 to "ps

the season just closed; We are extremely optimistic in the case of

grapefruit and our track record on lemons gives us cause to be so. We

are scheduling the sale of a thousand cars of grapefruit in Japan this

year compared to only token movement in previous year*. These two

incidents are prime examples of the grower's effectiveness through

cooperative and organized marketing.

141, There are other areas where a grower's membership 1.11 important for

the benefit of marketing, his crop efficiently. We have represented the

grower well in areas such as negotiating transportation rates, effecting

the lowering of rates, as well as having a tempering effect on increased

rates. We also carry out an, extensive market research program as well

as scientific research.

Since the early 1900a, we have engaged in t e processing of all

varieties for the benefit of the grower for fruit that has not been

suitable for the freih market or excess to the fresh, market. Sunkist
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currently sells over 1,600 processed and manufactOred items for industrial

use, such as flavoring, Pectin, and many other products used in the

manufacture and production of food products, These have been valuable

grower activities and have.provided a very stabilizing effect on prices

in years of high production or frost years,

Being., marketingcooperabiye and owned by its grower member4.

represented by capital outlays on his part,'Sunkist has no control over
-

.4its local association members other than in areas of .fruit quality*

trademark 'utilization, and those things pertaining direct y marketing.

Sunkist. does not hire farm labor or in any way engage i this function.

It would be well to note, however, that Sunkist's effectiveness. in

marketing-the-crops of the last 75 plus years has been the main force in-

providing a successful industry which certainly has provided jobs and

employment in, rural communities

I have spent a lot *of time talking about the beneAits to the grower

.
in the 'Sunkist system but it would be well to mention the benefit to the

eP
consumer as a result of the grower's marketing efforts. The consumer e

.3.

f
e4benefits in that he or she can rely on thSunktst trademark as a name 11

with consistent quality and can buy it with confidence. Also, she

benefits greatly from the efficiencies from such a system which would

not be available to her if the growers attempted this gigantic teak

independently.'

TheThe citrus crops of the future, are projected to be quite significant

and the task of ,increasing per=capita consumption is quite formidable, if

the efficient grower is to expect a reasonable return for his efforts.
4

In our opinion, the years ahead are going to be very crucial for the

a
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citru4 farmer and it is going to be increasingly important to hie-that

the marketing systeM be efficient and that he is represented well in the

market place and that this is available. through.Sunkiet to. ekfectively

meet organized buying with organized polling.
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Senator STEVENSON. Let's proceed, Mr. Sullivan, with your state-
ment. Then perhaps we can come back for questions to both of you.

STATEMENT OF JACK SULLIVAN, CHAIRMAN OP THE BOARD,
CALIFORNIA. CANURS AND GROWERS, SAN FRANCISCO, CALIF.

Mr. aumrverr. Mr. Chairman, Senator Taft:
My name is J. L. Sullivan. I am a. grower from Yuba City, which

is north of Sacramento, where we have mostly tree fruit.
I am a founding member and presently chairman of the board of

directors of California Canners and Growers.
It is mg' understanding you would like to hear a little bit about our

background,- why we were formed, how we operate, what some of our
problems are.

Fundamentally, the reason that we formed California Canners and
Growers in 1958 was because, no. 1, many of the people that we were
doing business with, private packers, were going out .of business. I
think in 1955, as an exaniple, being a cling peach grower, growers in
this State were selling to approximately 43 canners. Today there are ,
only 11 canners active and 3 of these are cooperatives. So we got into
this area before many of the terrible things happened to the cling
peach and to the canning industry.

We stiongly represent, I think, many, many growers who are what
we call small growers. Of our 1,200 membership, over half of them
deliver less than $10,000 worth of products a year; 850 of them are
below $15,000 a year. We think through our organization that we are
able to take care of these small and medium sized growers of Cali-
fornia fruits and vegetables.

Cooperative marketing has reached a higher development in Cali-
fornia than in any other State, we believe. As trecently asrgeTO there
were over $2 billion sold through the cooperative marketing organi-
zation with approximately 85,000 members.

The history of our organization, the California Canners and Grow-
ers has been a very successful one up until 1969. At that time the
HEW ban on cyclamates was issued. We suffered more harshly under
this ban than any other organization. Until that time our growers,
through the purchase of over seven different canner' private can-

a
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aeries presently we have over nine canneries in this State and in
Wisconsmwere able to retain over $30 million for our members
through profits and good organization and good management. This

comes. about in that we paid out of profits every year 20 percent of

all the profits directly td our growers, and retain 80 percent. This

80 percent our individual members pay income tax on. Those funds

as late as 1969, as I say, amounted to approximately $30 million.

In the meantime we had distributed to our members $16 million, so

we were a going, able concern and very proud of our past history.

In 1969, m October, we had just finished completing packing about

our 7-millionth Diet Delite cyclamate product when the ban came,

and 2 years later we have approxiraatel7 2,300,000 eases left. It has

been a disaster as far as our organization is concerned.
Presently we have a bill in Congress seeking indemnification and

we are very hopeful we will succeed.
GOixig on a little bit more into the cooperative idea as we have gen-

crated through California Canners and Growers, we are a marketmg-

oriented organization. This is one of the reasons we are not too much

concerned about the future of conglomerates, 'because presently, as an

example, both froin the growing and the canning of canned fruits

and vegetables we have been growing through a depression in the

past 3 years. Growers and canners both have suffered. an fact, we

believe that the depression is worse than anything even during the

1.930's.
We are coming out of this slowly but surely. We have turned

around and taken care of our surpluses. We have cut back overhead.

Even though many of our organizations, including California Can,

has suffered, including our members, we think the future looks very

promising. We think that cooperatives are the answer as far as the

small and the medium sized growers are concerned. We believe that,

rather than taking on such examples as the 160-acre limitation or

getting concerned with tax problems of conglomerates, getting con-

cerned about how large they are, we are more in favor of attacking .

the problem constructively through legislation ideas from govern-

ment as far as cooperatives are concerned, both in taxes, credit, and

the long-term studies.
I think that just about does it for me.
I will answer any questions.
(The prepared statement of J. L. Sullivan follows:
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Statement

of

J. L. Sullivan

Chairman of the Board of Directors
California Canners and Gravers

San Francisco, California

January 13,- 1972
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Mr Chairman and Imbers of the Subcommittee, my name is

J. L. Sullivan." 'AI am Chairman.of the Board of Directors of California

Canners and Growers, a grower4entd processing and marketing Cooperative.

This cooperative is owned by some 1200 member,/ln California and Wisconsin.

It operates nint,cmineries in'these two states and sells a full line of

canned fruits and vegetables in-this-country and abroad. I am Myself a

farmer near Yuba City, California, where I manage a diversified farming

operation.

I understand that it is-your desire to know why growers took

the step of forming California Canners and GroWers, how we operate, what

our history has been, and the problems that we now face.

I belong to a number of grower-owned marketing cooperatives.

I believe stronly in cooperatives'as an integral and necessary part of a

free enterprise system in agriculture. I believe from my own observation

and participation in cooperatives that they have made a tremendous contri-

bution to the agriculture of this,State. Without them California Agri;

culture would not have developed as fully as it. has, and many small and

medium-sized farmers would not have Survived in agriculture.

Cooperitive marketing has reached a higher stage of development

in California than in any other state. We are proud of what has been

done. Cooperatives have.contributed stability to California agriculture.

They have helped to develop markets. They have given-the smaller operator

an opportunity to participate in the advantages of large-scale processing

epd marketing operations. They have contributed competition in the

marketplace that has benefited the consumer as well as the producer.

They have competed effectively against the private corporate interests

in agriculture and food processing. Up until October 1969, when the

Department of Health, Education and Welfare began imposing its orders

banning the manufacture and sale of cyclamatersweetined food products,
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California Canners and Growers had a record of marketing success that would

stand comparison with that of any California fruit and tomato canner.

The reasons why growers start their own cooperatives are quite

obvious. They are not satisfied with the returns from selling to private

buyers. They fear that eventually their markets may shrink. They believe

that through vertical integration they can not only assure themsefres of

continuing outlets for their produce but that they can also obtain a higher

return by investing in their own processing and marketing functions. They

also look forward to an opportunity to grow in agriculture through the

success. of their cooperative, although at-the time a cooperative, is formed

economic necessity is usually a stronger motive than eventual increased

growth.

California Canners and Growers was formed in 1958 by fewer than

500 growers. The founders had gone through a long process of consultation and

research. They recognized. that the number of canners buying their products

was gradually decreasing. Economic forces in the canning industry were

encouraging mergers and concentration of power in fewer hands. At the same.

time, production of their crops was increasing. They saw the day when the

number of potential outlets for their crops would be greatly reduced,

competition for these products would be cut back, and. greater production might

well mean a considerable tonnage each year which would be without a regular

market outlet and this would have the effect of lowering the market price.

Reactingoilliteogderations they put up money of their own--but not

much, they could only raise less than a million dollars--; they arranged for .t

the support of farsighted bankers who agreed that creation of another strong

cooperative in the canning business would be good for California agriculture

generally; and they pledged to pay a portion of their crop returns for a
(

number of years t)141p build up working capital.
. With that theyproteeded

to make a down payment on two privately-owned companies. These were smaller
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companies that were finding the canning business highly Competitive. Had

they not been purchased by the cooperative, odds are that by this time they

..would have been picked up by larger private corporations.

As years went by, the cooperative purchased additional faCilities.

Later another cooperative in the olive business was merged into California

Canners and Growers. In 1968/69 we constructed a vegetablecannenyin Wiscon-,

sin and added some 300 Wisconsin farmers to our membership. *We are today one

of the major factors in selling canned fruits and vegetables in thli country

and the largest single *porter of canned fruits.. In 10 years, California

Canneri and Growers becime the largest grower-owned concretive canning

fruits and vegetables in the United States. :6'

We are extremely proud of what our cooperative has been able to

accomplish. It has not been easy. We have had some difficult years. .But

we performed well in line With our expectations at the time we founded the

cooperative. We had hoped that we would be able to return our members an

additional 15% over and above the value of the crops they deliVered to us.

In our first 10 years, we did somewhat better than that, In 1967/68w, earned

$7.1 million on $107 million in sales.

In years when we were making money, we regularly withheld 80% of

our members' shares of our net earnings in our revolving fund. By 1967/68

their share in this fund had reached close to $30 million as against the less

than $1 million they originally put into the cooperative. We had begun

revolving back to them a portion of these retains each year on a 7year cycle.

In other wprds, the portion of their net earnings retained in the business

each year id be returned to them 7 years later. Up to 148/59, we had

distributed $16 million. At the same time we had repaid all the contri-

butions they had made to capital in the first year, of operation. As I say,

this was not done easily. In two of those firft 10 years condition* were
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such that, although we did not suffer a net loss, our earnings were so small

that the Board decided it was prudent not to pay our members the full Value'
A

of the Crops they delivered. Over the long run, however, we were getting

along very well. I doubt that any fruit and vegetable canner, privite or

cooperative, in California was doing any better on its operations in this-
.

State. Many were not doing as well.,

It did not take long after we had begun conducting our own

business before we realized that we had to seek a better marketing balance.

We had a numberOfregional brands inherited from private companies we had

purchased. But most of our business was private label. it was to our best

interest to develop our brands and expand their distribution. This is dif-

ficult to do in the face of determined competition-from brands already

established in a market. However, we were able to take advantage of an

opportunity in the low-calorie and dietary c ned fruit market. In that

particular field we were succellful in buildig our DIET DELIGHT line into

the nation's leading brand.

Throughout our existence we have stres ed that our cooperative

must be "market oriented;" in other words, dedicated to serving the demands

of the consumer and the food trade. This seems simple enough but in a

cooperative there is sometimes a tendency to take what the grower-member

would like to produce and try to sell it, rather than assure that you take

only what the consumer wants and will buy. We have strived to adapt ourselves'

to the market. Our plans begin with our marketing division and its projec-

tions of sales opportunities.

grower-Member of ours receives, 0% of the value of his crop

at the time he delivers it. He receives the remaining 40% in a series of

progress payments over the following 11 months. His crops arepooled with

all other crops we receive--at present they number 14--and when final 4turns

0 determined, a member shares in proceeds from the pool, not just from the

11-133 O. $.30 - If 244
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crop, or crops, he himself produces. This provides diversification and

insurance for the grower. While some crops in the pool may not make money

in a certain Year, it is unlikely that all will be losers.

We do not determine the price paid to our members for their

crops. This is determined by the price paid to growers by our privately-owned

competitors. We feel that it is dangerous for a cooperative to set taw

prOduct prices betailse it tends to set commodity against commodity. Instead,

our policy is to pay the going commercial pricCas determined by statistical

mode after thorough investigation. Thus our raw product price is competitive

with that paid by our privately-owned competitors. On that basis, too,.the

return we are able to earn also becomes a good indicator of how we are per-

forming--both in processing'and in marketing as compared to our corporate ,

rivals. As I have said before, up until October 1969 we were doing very.

well.

At that time, we and other processors were faced by the Federal

ban on manufacture of cyclamate-sweetened foods. Because we were the largest

seller of cyclamate-sweetened canned fruits, we were also the canner hardest

hit. The final ban on sale of these produCts in 1970 was.even more destructive

to us since it came after we had taken in good faith our Government's assuranct

that wtcould continue to sell the millions of cases we had until they were

gone. Had we not received this assurance, we would have followed a very different

business course. As it was, the sudden revocation in 1970 of the Government's

published order struck us a far greater blow than even the original order in

1969. Everything that we have accomplished in more than a decade of effort

on behalf of our grower-members has been seriously:jeopardized by these succes-

sive Government orders. The Administrationhas agreed that we are entitled

to indemnification for our losses and.we are nori4kfiv this through the

Congres.

2 tl
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Had it not-been for the cyclamate orders, I firmly believe that we

would have come through the recent' difficulties in the canning business as,well

as anyone in industry. Canners have had 3 successive years of oversupplies

and weak prices. Speaking personally, I believe thii has been the most difficult

period since the1930's for groweri of canning fruits. We now seM-kbetter

balanci of supply to demand but the adjustment has been costly, particularly

to growers. Thousands of acres of orchard have been pulled,o4t, either under

State - administered pOgrams or independently. I serve on the advisory board

of one of our largest banks,, and can tell you that credit for growers is

very tight. Many are on the ragged edge. As processors have cut back their

buying cn recent seasons, some growers have been'unible.to find a market 'for

their fruit at'any price. Many are having extreme difficulty in obtaining

financing.

In iuch a situation, the grower-owned cooperatives are particUlarly

valuable as,stabilizers in agriculture. ty and large, in California Canners and

Growers we'have been to get by without drastically cutting our intake of

crops. Hone of our members found themselves completely without a place to
1

sell their produce. In the case of:our cooperative, we have been unable to

pay our growers the full value of the crops they deliVeredipto us f the past

2 years, and we have had to stop making payments from our revolving . Futher-.

more, our working capital' will be wiped out unless we receive.indemmi ication for

our cyclamate losses. However, these effects are due to the cyclamate problem

and we expect them to be remedied,by indemnification. Again I say that, had we

not been faced with the cyclamate Tosses, our grower-members would have come

out in far better shape than many growers who sold to privately-owned corporate

canners.

In brief, I think there is no doubt that the extensive development of

cooperatives in every facet of California agriculture has benefited both the



producer and thecOnsIA' It has been good for the general economy of the

State. I,believe that the cobPeratiVe'is the bastion of free enterprj4e

opportunity for the small and medium -sized family farmer.

As such, it dese ves sympathetic handling by Government, parii
. .

_cularlyAllthe:field of or it.- Cooperatiies typically.fiAditdifficult to:

accumulate working capital rapidly enough to exploit thejr oplaonitfts in

marketing. The Ipvrequires that at least ?0%-. of our net proceeds,:in a.given.

year must be distributed to our Members in cash. They must pay income taxes

not only on that portion but`. also on the 80% that weiretain in our revolving

fund-'-eveti though they might not receive that.money for years to com&The
-o

inflationary effect in recent years has seriously decreased the value of these

retains. The pract' al effect .h)r a grower up in years is that of reducing

the value.A his private pension fund.. He pays the tax on his income before

he gets it andi by the time he gets it, its value'ie reduced by inflation.'

rbelieve that special and sympathetic attention should be given 13,

Government to these. problems of cooperatives and abir members.

There has been much debate over the value of marketing orders

in agriculture. The debate varies according to the purposes for which the

orders are intended, the heaviest attacks coming against orders designed

to give-growers some control over supplies reaching the marl. Speaking
46

personally, I, myself, favor enabling legislation which will openthe way

for growers to adopt such orders when the need dictates such action. They

should have the right to join in this type ofactivity on the basis of a

majority vote of the growers involved. Many ecOnomi4WiCulties facing,

farmeri-arise;because our ability to produce outruns our ability to market.

Legislation should be passed making available the tools to control pro-

ductibn when it gets out of hand.'

California Canners aneGrowers is the largest exporter 0f-canned

,

fruits from this country. Among the hand caps we have faced recently in
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this trade are,'first, a very high ocean freightrate between the Pacific

Coast and our principal European markets and, secondly, the dock strikes

which shut off movement to overseas markets jUst at the time'when our

exporti are usually at their seasonal high.'

We are attempting told° something about the freightrate

joining with otherexporterS in a new organization. We 'hope that this

organization will mobilize such volume that weshall be ahle to make

lower cost arrangements than those established by lines that have tradi,

tionally carried our goods. If:not,.we shall continue tOSeek our'

Government's help in reducing or offsetting"the rates set by foreig;:OWved

shipping lines that now dominate the trade with Europe.
to

In the export field we alsolace stern competition froM sub:,

sidized exports of canned fruit from Australia as-well as subsidized imports

of canned tomato products from thOlediterranean area. We need our

Government's vigoroushelp in meeting these threats to our economy andlp the

nation's balance of payments.

Successive labor stoppages in the trucking, rail and shipping

industries within the past 18 months have been devastating to our marketing,

efforts. Not just to us, but to all of agriculture. A new loOk must be

taken at our methods of collective bargaining, seeking some way of avoiding.

:these stoppages that bear so heavily on the general economy and on those

lot directly involved in the dispute in question.

In closing, may I say that cooperatives are an essential part

of American private enterprise. They operate under slightly different legal

status than prvate corporations butthis'has drawbacks as well as advan-
.

tapes. And we do not seek advantage, only the opportunity to compete.on

4..14 even terms. Given equal opportunity, we do not fear competition of any

kind, whether from conglomerates or anyone else.
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We are democratically governed by our own members who elect

their directdrs by secret ballot. The Board and the management are directly

responsive to our members.

Cooperatives are a natural response in these-times to the

dffficulties that growers face. It appearsto me that the Congress interested

in preserving the social and economic advantageS of the family farm should be

'deeply concerhed with assuring that grower-owned cooperatives have the
-

opportunity to make their way.

Thank you for inviting me to present my views.
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Senator STEVENSON. You mentioned credit, Mr. Sullivan. We have
heard a good deal about availability of redit for farmers. Is it dif-
ficult for your members to obtain adequate credit for your canning
operation f

Mr..Sur.szverr. We'have presently, I serve on. two different bank
boards, and our locality up north of Sacramento, I am on the ad-
visory board of the Bank of America and vice-chairman of the Yuba
City Federal Land Bank. I am also a member of the advisory
committee of the Berkeley Bank of Cooperatives, so I. have some-
what of a background in this area.

As far as California Canners and Growers are concerned, I would
say we would not be in existence today if it were not for the large
banks in this State. We started making a search to organize and to
design and enable a group of growers to get together way back in
1956, 1957, and 1958. We talked to the banks in this State and they
thought there was a need for a good cooperative, a good coopera-
tive that would, say, balance prices and help the growers. So I think
what I am talking about, sir, at this time, is we are running into
new problems all the time, both as growers and as canners. I think
that we have the tools in the present commercial banks and in the
Government banks such as PCA, Federal Land. Banks, and coopera-
tives, to go a step farther as far as financing is concerned. I think
there is a great, great future here as far as studies should be made
in this area. -

Senator STEVENSON. Let me ask you a question about tax policy.
I address this question to both of you. It has been suggested repeat-
edly in these hearings that one of the, difficulties growers face. is
competition from people in farming for tax-loss purposes. I
also understood that citrus growers are treated differently from
walnut growers, and that costs of production of citrus cannot be
offset against income in the same way that the costs of production
of walnuts can. Are citrus growers in better shape because they
aren't threatened by syndicate farming and by corporate farming
for tax-loss purposes?

Mr. ANDERSON. There is syndicate or conglomerate farming ofcitrus in California as well as any other commodity.
Senator STEVENSON. My impression was that syndicates were mov-ing out of citrus now and into other forms of agricultural products.
Mr. ANDERSON. What it amounts to is that the first 5 years of pro-

duction the grower has to capitalize and not expense. After that
period of time; it can be deducted or expensed on his income tax.
What happened when that was put into effect on January 1, 1970,
was that two things occurredlow income the previous year de-
terred planting, as well as the Tax Reform Act, so there were very
few plantings..

What happened was there was an enhancement in the value of
existing productive growers. But there is still a lot of plantings that
are preferred last spring in some areas and again in the next spring,
both in grapefruit and in lemons because they look like a promising
variety. So it had some effect but there was some economics in-
volved too. It is hard to. say which was the most

Mr. SULLIVAN. In this area, sir, I think that my point is, as far
as tax laws or changes are concerned, several years ago before the
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Federal law of 1966, I think, was passed, we in California had a
cooperative tax law that was based on the following: That we had
to pay out to the cooperative 20 percent each year to the grower
profits I am talking about. There would be no tai on the balance for
a period of 6 years. During this period of 6 years, these retainings
would have to be revolved out, otherwise they would be. taxed as far
as the parent corporation was concerned.

The Federal law, as you know, is 20 percent, 80 percent retained,
but the individual member bases taxes on, and since that time Cali-
fornia has changed ovgyr to follow this.

But I think the reason this law exists, this is a personal opinion,
is there are so many different types of cooperatives in this country,
there are marketing cooperatives, there are purchasing cooperatives,
there are insurance, different types, and they each have a different
tax problem as far as the Government is concerned.

I think the present law that we have, the Federal law, tries to
encompass too many of these cooperatives into one law. 'Some of

- them suffer, as the marketing cooperatives, I think we do now.
Your question about citrus and walnuts, so far anyway, has not

applied to California Canners and Growers because we are in the
peach, pear, apricots, and tomatoes.

Senator STEVENSON. How do you in this cooperative canning venture
market your product

Mr. SULLIVAN. If I understand the question, we are a marketing
cooperative. We have sales of around a hundred to

Senator STEVENSON. To whom do you sell?
Mr. SULLIVAN. We are mostly what are called private-label pack-

ers. We sell to Safeway, A. & P., and Krogers. We are the largest
private-label packer in the land. We also are the largest fruit ex-
porter. We have private labels.

Senator STEVENSON. You said you were not concerned about con-
glomerates in agriculture, if I understood you.

Mr. SULLIVAN. At the present time I believe that we are simply
in a competitive position. So far we have been competing against
the Del Monte's, the Hunt's, the Libby's, the Stokeley's, and we
have come out very well, so I think these conglomerates are going
to take a long look, when they attack us, they are going to be get-
ting into the same business with the Del Monte's and Libby's and it
is quite a business right now, a very competitive business.

Senator STEVENSON.. You are not concerned about Tenneco or its
retail esta lishments supplying its own requirements to the exclu-
sion of y r business g

Mr. SULLIVAN. Maybe I am making .an error in discussing Teitneco
because presently they are not growing the same type of products
that we are. In talking about the future, I do not believeI will put
it this wayI think that the products they are in presently and are
developing are products that have had a marketing problem, and
maybe there was something that could be done through conglomer-
ates or through vertical integration. It is not as advanced as it is in
the fruit and vegetable industry.

Senator STEvErrsow Membership in Sunkist, Mr. Anderson, is .

open to all citrus -rowers in Arizona and California?
Mr. ANDERSON. Yes'
Senator STEVENSON. I don't know whether you heard the previous

witnesses, but it seems that Sunkist had been an extraordinarily
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successful venture from what I have heard, and has been of greathelp to the growers in Arizona and California and, I dare say, tothe consumers, too. It has been so successful, though, that growersin other parts of the country are suffering.
I mentioned some of the groves I saw in Texas where fruit was

rotting on the trees. What is the answer, increased individual con-
?111gumption at home and in the world,, or are those growers in otherStates that haven't been as enterprising as your growers just goingout of business?

Mr. ANDERSON. Once you become a member °fa cooperative mar- Aketing organization, you give up some independence and in slime
areas growers have been, reluctant to do so. We, have spoken to the
people in Texas often. 'They have come to visit us and tried to learnwhat we have done and see if they couldn't do the same thing. In
fact, the man consulting with them now was once a former presi-
dent of Sunkist, to give some help to them in getting out of the
hole they are in, which isn't easy. However, they have not had the
willingness on the part of the producers themselves to join together
and give up some of that independence: That is what the price isgoing to be and very strict trademark regulations, strict container
laws within the corporation, and all these things must be had if you
ar© going to have kind of a united marketing firm.

Also bear in mind, too, that Florida is the largest producer of
citrus in the world. Florida has a million acres of citrus and mostof it is raised for that purpose, for canning and for frozen orange.?,
juice and that is a formidable competitor to fresh. Econocially a lot
of homes can't afford fresh oranges compared to buying canned tofeed to their children.

Senator STEVENSON. Are not all Sunkist oranges sold for process-ing?
Mr. ANDERSON. Yes, we proceSs all varieties of citrus in our own

plants and marketed to some extent under our own label.
Senator STEVENSON. Including canning and freezing?
Mr. ANDERSON. Yes; and we mainly are involved in manufactur-

ing products for other fabricators. We sell tank .juice or frozen
barrels of juice. We do blending and do a lot of private label work
for chain stores.

Senator STEVENSON. Senator Taft.
Senator Thy. Thank you, Mr. Chairman.
Mr. Anderson, I take it thaeyou have now no exclusive bargain-

ing rights with these individuals who are members, is that right?
Mr. ANDERSON. No.
Senator TArr. What do they contract to sell their entire output

to you?
Mr. ANDERSON. They sign a marketing agreement, grower mar-

keting agreement, with us and they agree to deliver all of their pro-
duction to us and sell it all and accept complete responsibility.

Senator TArr. Each year they have a choice as to whether to go
ahead or not to go ahead?

Mr. ANDERSON. That's right. It is usually a two-week period each
. year in September when they can choose to, leave. It is a perpetual

contract with a withdrawal provision for 2 weeks every year.
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Senator TArr. If somebody pulls out, they can then go out and
sell to anybody elie at any time?

Mr. ANDERSON. Yes; I think often they say, we sell to Sunkist,
and that is not an accurate term.

Senator TAM Mr. Sullivan, you mentioned you are on a number
of bank boards. Do you feel there is a conflict of interest between
serving on these boards and performing duties you have with the
canners?

Mr. Symiveist. No. The boards that I serve on are grower-ori-
ented boards. I am talking about, if I understand what you are

italking about a conflict, a small bank, both of them are in Yuba
City, and we do not in California Canners and Growers borrow any
moneys from these banks.

Senator TArr. But you are on an advisory committee to other
banks?

Mr. SULLIVAN. I am on an advisory committee of the Bank at
Marysville, which is the Bank of America. We borrow money from
that office for California Canners and Growers. The Bank of
America in Marysville does not have any funds that go to Cali-
fornia Canners and Growers; most of their loans are to growers.

The Federal Land Bank is in mortgages, deals in mortgage loans.
Funds are available for long-term real estate loans to growers only.

Senator TAPr. Thank you. Thank you, Mr. Chairman.
0 Senator STEVENSON. Is Mechanization coming to the citrus grow-
ers?

Mr. ANDERSON. Not very fast. They are still picked by hand and
each orange and lemon, all citrus, is clipped by hand. We have
developed a quicker clipper that provides the picker can work more
efficiently. All oranges are graded by hand in the packinghouse and
packed by hand. 'Lemons are packed by just dumping them in a
box or singulated in a volume-fill arrangement.

Things that have changed in the packinghouse are more modern
washing equipment and more modern air nditioning and thingscl

of that nature, fork lift trucks, but actual those things you do
with the fruit are still done so much by han . In fact, there is some
harvesting work that is abandoned because it is unsuccessful. -

Senator STEVENSON. You don't foresee ally drastic changes in the
near future?

Mr. ANDERSON. No. We are trying some things but they look
very dim.

enator STEVENSON. Is that true in the canning industry also,
Mr. Sullivan?

Mr. StrixivAN. You were discussing, the tomato industry with the
last two gentlemen that were here and before that today there is no
question aboiit the mechanization in tomatoes, that around 90 per-
cent of the crop is picked by machines. This started, I would say,
about 6 years ago, and I would say there were more people em-
ployed, agricultifral workers, in the tomato industry than in any
other fruit or vegetable industry 'in the state. There has been a tre-
mendous change there in replacement of labor., At that time there
were, I think, approximately 100,000 MexicaOgitionals who came
in annually to help harvest the tomato crop, before this program
was terminated. But also there were many, many local Californians
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working in the tomato crop who were displaced. Some of these fig-
ures and some of these problems still exist.

Senator STEVENSON. Mr. Anderson, does the yealif the growers
who are on the Sunkist board depend on the volume of their pro-duction? Is that an oversimplification?

Mr. ANDERSON. Each grower has an opportunity to elect his rep-
resentative. The volume factor comes involved when the 20 district
exchanges elect their members to the central board, the Sunkist
board. There is where the volume comes into play. The larger thevolume in the district exchange

Senatdr STEVENSON. In the district exchange?
Mr. ANDERSON. Yes. Then there is more representati, at the locallevel.
Senator STEVENSON. Within the district exchange unit each grow-

er, regardless of volume, has the same vote?
Mr. ANDERSON. That's right; that's right.
Senator S NSON. It sounds like a very, democratic system. I

was won ring whether the effect was to give the large growers the
control the board and therefore control of prices and. the powerwhich could be exercised to the disadvantage of the smallestfarmers?

Mr. ANDERSON. As an example, in one of our local associations,
one of the members is Goodyear Farms. They are a farmer in

. Arizona as well as making tires. They have one vote along with
another man on the board that I know has 10 acres, so they have
the same opportunity.

Mr. Simiivax. Could I make one more statement, please?
Senator STEVENSON. By all means.
Mr. StrmivA.N. We in the fruit and vegetable,industry do not par-

ticipate in any subsidized programs. We receive no subsidies and we
do not want to receive any. But during the past several years, be-
cause of outside influence, we have lost approximately 50 percent of
our export fruits to Western Europe and to the United Kingdom
and we have lost this because of subsidies or grower or canner sub-
sidies by the Australian Government and the South African Gov-
ernment. We in the California fruit and vegetable industry will
compete with anybody in the world as far as our products are con-
cerned, as far as quality and cost, but we cannot compete with Gov-
ernments. We are not that big or we are not that efficient. So I think
that we are going to be back in Washington within the next sev-
eral months asking our Government for help.

Senator STEVENSON. What kind of help do you need?
Mr. SULLIVAN. I think we had an understanding with the Austra-

lian Government 2 years ago to'stop the subsidies; they call it an
MDA fund that they developed and they said they would stop it.
Otherwise we had two separate meetings with them and our Gov-
ernment said that they were going to do something about it, either
subsidizing our freight rates, shipping rates, to the United King-
dom or to Western Europe, unless they ceased and desisted, which
they did, but now they have started again.

We have the same problem with shipping in South Africa. They
,,.have some type of Government helpwe can't oven find that out

. but we do know their rates are something like about 80 percent of
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what our rates are per mile. We have understandings and then we
lose out. As a result we are losing a tremendous amount of our busi-
ness. What happens is that our growers either have to throw food
on the ground or we have to eat it.

Senator TArr. Are you using Export-Import Bank's financing or
guarantee programs?

Mr.. SULLIVAN. No.
Senator TATT. Or insurance programs?
Mr. SULLIVAN. No.
Senat2r STEVENSON. You do receive some help in the form of

marketing orders which control importation?
Mr. SULLIVAN. I am an advocate of marketing orders. I think

they are a must as far as cooperatives are concerned, both as far
as research, merchandising, advertising, and crop controls, but
there are no moneys from any type of Government subsidies., These
are programs that growers and canners use and put in, but there is
no Government pay of any type.

Senator STEVENSON. You say that there is no fruit and vegetable
crop subsidy? It could be argued that there are other, more indirect
subsidies, such as irrigation programs. We have been Waring a lot
about, water today. There certainly are some benefits derived by the
growers and the cooperatives from Government policies, including
benefits determined through marketing, orders.

Mr. SuraarvAx. These same things existed in Australia and South
Africa but on top of that they are able to generate more funds from
the Government.

Senator. STEVENSON. thank you Both very much for' joiiiing us.
Your remarks have been, very helpful to us.

Our next witnesses are Mr, Manuel Santana, Mr. Alfred Navarro,
Mr. David Kirkpatrick, Mr. Tereso Morales, and Mr. Juan Godines
representing the CooperatiO Campesina.

Gentlemen, do you have any prepared statements you would like
ito read, or would you prefer just introducing them into the record?

If it is possible, it would be .preferable to summarize any such
statements because we are running so late. If you will do that, we
will enter your full statement into the record.

STATEMENT OP DAVID R. KIRKPATRICK, ON DENALI' OP
CENTRAL COAST COUNTIES DEVELOPMENT CORP., ACCOX.

PAILED BY MANUEL SANTANA, ALFRED, NAVARRO, TERESO

MORALES, AND JUAN 'GOBI:NES

Mr. ICTILICAITRIOK. My name is David Kirkpatrick. I.am a board
member of Central Coast Counties Development Corp. and general
counsel.

I have a prepared statement which I will submit bind briefly sum-
marize

I have with me at the table, this is Mr. Tereso Morales, president
of Cooperative Campesinal and I think he would like to present
some strawberries to you.

Senator STEVENSON. I have already sampled them, they taste like
fruit.
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IMr.,3/10RALES. This is a sample of some of the hard work we havedone through our cop-op, so I am giving this as a sample in the
name of the co-op.

Senator STEVENSON. Thank you very much. I will have to figure
out hovi to get those on the airplane.

.Mr. KIRKPATRICK. Mr. Juan Godines is also a member of the
Cooperative Campesina, and Manuel Santana and Alfred Navarro.If I could briefly summarize my statement.

Central Coast Counties Development Corp. is a nonprofit corpo-
ration which was established to provide technical assistance to lowincome minority groups who were interested in getting into someform of business enterprise. The group was actually organized in
about 1909 and it took almost a year to get the first money to acquire
a staff and get going. We got our first grant in 1970 and at that time
took on as the Nagle most important project putting together a
strawberry co-operative of which Co-operativa Campesina is nowthe end result. Tereso was one of the group of men who was in an0E0 title III(b) Migrant education program who were interested
in developing this type of cooperative. WeAVorked with them; weput together our package/and went around trying to get someone to
put money into this sort of a cooperative. At the Farm Home
Administration we got turned down. We went down to the Bankof Cooperatives; we went to a number of private banks. Initially
there just wasn't anyone interested so it was a real struggle- getting
this off the ground. We were sort of discouraged but fortunately
the farmworkers themselves were not.

Senator STEVENSON. Let me interrupt if I may. The project was
put together originally by Central Coast Counties Development
Corp. Where does CCCDC get its funding? '

Mr. KIRKPATRICK. It receives funding from the Economic Devel-
opment Administration, technical assistance funds.. In addition,, we
finally have received'a grant to set up the Co-operativa Campesma,
we received a grant of $100,000 for a loan fund: That $100,000 was
in turn loaned to the cooperative, but it will eventually be paid
back to Central Coast.

.

Senator STEVENSON. The Development. Corp. received a grant
which it in turn then loaned to the cooperative?

Mr. KIRKPATRICK. That is correct.
Senator STEVENSON. Where did it receive that grant?
Mr. KIRKPATRICK. From the Office of Economic Opportunity.
After our first efforts to raise the funds which met with no suc-

cess, a number of the workers got together and with their own
money set themselves up in farming zucchini. They tied down the
land themselves, they did the work themselves obviously, and very
successfully marketed a small crop of zucchini.-This at least showed
they were perfectly competent to put together their own farming
opera n and with minimal assistance from the outside market
a crop.

Wit). that experience plus more detailed analysis of the straw-
berry market, what exactly we ore trying to do, we then went back
to these various funding agen es and it was at that stage that we
were able to put together a package with bank financing and this
initial $100,000 from the 0E0 to establish a line of credit of
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approximately $300,000 which the cooperative needed to get off the
ground.

Senator STEVENSON. Could you enumerate those agencies that you
first tried unsuccessfully to get the funding from?

Mr. KIRKPATRICK. Well, the one at first was the Farm Home
Administration, and they .had at that time an economic Opportunity
loan program for coop&atives. It seemed to be the one program

ilored to meet the needs of this group. We really didn't get any-
;Tiere with them.

Senator STEVENSON. You said at that time had such a program.
Doesn't it at this time have such a program?

Mr. KIRKPATRICK. Well, I have heard. rumors that the Bureau of
the Budget is going to close out th© program if title VII is not
passed transferring that fund to OEO. I don't really know
current status of that program.

In any case, the Bank of Cooperatives would be another age cy.
We went to a number of private banks, we went to OEO. Are ere
any others? . A number of other agencies were wary helpful i get-
ting us as far as we have gone.

One of the things I would like to convey to you is that t e only
reason we have been able to, the cooperative has been able t get as
far as it has gone is 'because a whole variety of different ograms
have been put together to make this possible. The Depar ent of
Labor has an operation mainstream program. This provides a sal-
ary for people during an on-the-job training period, after which the
employer would take them on at full salary. This would giVe the
employers inducement to get people who might not initially have
the skills to be employed in that job, to get them into the' operation.
Central coast counties was fortunate in getting such a grant to ad-
minister that type of program and our Department of Labor con-
tact, Andy Fernandez, allowed us with full clearance to put some
or the members of the co-op on that operation mainstream program
during the period of time that co-op was not generating any funds.'

One of the problems in agriculture is that there is a very long
start-up period. There are many months from the time that you start
working the ground until you see any cash, and in getting this sort
of a program started you are expected to work full time without
any cash. You have to find some way to get this program off the
ground. Once it is on an on-going basis, then out of savings, out of
borrowed capacity of the cooperative, you can carry these people
if you so please. There is a real problem in getting this type of
operation off the ground and the Department of Labor money was
very useful.

In addition, there are some people here in the audience from
iTrabajadores Adelante, which is the OEO migrant program and

they extended I think on one occasion a loan of $5,000 and on an
other occasion a loan of $10,000 that was very helpful to' the group.
There have been a great number of these programs that have all con-
tributed in their way, and one of the things that we would liketo see
if the co-op proves to by successful is that someone designs the re-
sources so you only have to go to one agency to put together this sort
of thing. It, is a little hard to-expect too many groups to have the
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phenomenal good luck and perseverance that this group has had in
being able to string together all these different programs.

We don't really see the co-op as being at the moment a proven solu-
tion to a lot of problems, and we get sort of nervous when people
look at us in that fashion. The co-op ha raised several crops of
zucchini, it has cultivated a crop of cabbage which is almost ready to
pick, it has made a first picking of strawberries this spring. We see
no reason why the co-op won't be a success but just to be realistic we
have to recognize that we will have to wait at least another year to
see the full cycle, to see how successful it is going to be, and we don't
really know yet whether or not this can be a success in other crops in
other areas.

Senator STEVENSON. How many members of the cooperative are <so
there?

Mr. Xnummacx. Thirty-one.
Senator STEVENSON. Thirty-one families?
Mr. MORALES. Yes.
Senator STEVENSON. And how many acres does the cooperative own

or lease?
Mr. MORALES. I don't understand that word.
Mr. Knintwrzucx. How many acres does it own?
Mr. MORALES. 160.
Senator TAr. How are you marketing your crops?
M. Monnus. We, are going to get a salesman for the strawberries.

We were selling the uash through a broker, a local broker.squash
Senator TArr. Roca brokers?
Mr. MORALES. We ti. to get our salesman for the strawberries.
Mr. KIRKPATRICK. I think the long-term approach that we are try-

iiig for is to eventually have the cooperative be its own marketing
agent, to get eventually to a sufficient size so it is independent of any
other marketing agency, but at the moment this is not to full scale
yet, we will be marketing through a broker.

The cooper.ative, I might mention, is substantially different than
the other cooperatives who testified here today, partially just because
of scale, but I would airy the main difference would be that we see the
cooperative as being made up, of people who are operating just on a
family scale operation. There isn't going to be anyone who is going to
have a disproportionate share of the crop that is going to be mar-.
keted. The co-op is not going to be economically tied disproportion-
ately to any one group and we would`hope that in practice it will be
fully democratic. I don't have experience with these other coopera-
tives, but from the. outside they certainly seem more like it normal
business operation and we hope not to see that, happening with the
cooperative.

Senator STEVENSON. Who are the members of the cooperativel
Were any of them landowners before? Were they farmworkers or
migrants?

Mr. MORALES. They are all farmworkers and they liidn't own any
land.

Senator STEVENSON. Was V250,000 the total figure you have ac-
quired in grants and loans?

Sir. Moittms. Two hundred fifty thousand dollars.

258



1876

Senator STEVENSON. In addition to the $250,000 acquired for the
purchase of land and equipment, did the members contribute -any
equity of their own, any cash? Did they make an investment out of
their own pockets?

Mr. MORALES. As a start for the co-op, that is when we have to
come up with some money. Like Dave said before, it was pretty hard
for us to try to borrow money, so we had to come in with our own
money to start a co-op and this is how this got started, by our own
money,

Senator StEvtxsox. In addition to the $250,000 acquired in ldans,
how much was raised by the members from their own pockets from
whatever credit they had as individuals?

Mr. Monet -ES. Right now they are coming in with some money for
the land, and we are paying out $50 as membership to the co-op.

Senator STEVENSON. Can you describe so far your successes, how
much money you are making on this $20,000 investment?

Mr. Mortm-Es. We are hoping to get, I think it is going to be some-
-whete around a quarter of a million dollars total.

Senator STEVENSON. Gross?
Mr. Monnus. Yes.
Senator STEVENSON. For next year Projecting gross sales next

year of about $250,000, this ;vear I should say, 1972?
Mr. MORALES. We have this, a quarter of a million (1611ars.
Senator STEVENSON. What do you expect to get from that?
Mr. Krimpivraicic. That is the net figure rather than the gross

figure.
Senator STEVENSON. You expect to get in 1972 $250,000. That is

before loan repayments, I assume?
Mr. NAvnimo. Let me just give a brief exphmation. Tereso' is say-

ing net, which means farm income to the families, that is a very.con-
servative figure. Actually sales on the 80 acres of production, op a
conservative basis, is in the neighborhood of $100,000 to $700,000 per
year, this is 80 acres of production. About half of that is cost, so
Tereso says a quarter of a million, that is divided up amongst the
31 or so families, which is again a conservative figure.

Senator STEVENSON. That is on 80 acres of 160?
ME41111NAVARRO. Correct.
Senator STEVENSON. What happens to the other 80 acres?
Mr. NAvAnno. The other acres are in various other crops which we

mentioned before, the cabbage, there is some vacant land that will be'
rotated, other crops are being analyzed in terms of the profitability
factor towards this kind of structure.

Senator STEVENSON. Aren't you in 1972 going to make money from
the sale of cabbages and other vegetables grown on those 80 acres?

Mr. NAVARRO. Right. That is other income that will be expected to
the families.

Senator STEVENSON. That $250,000 net sounds like a very conserva-
tive figure.

Mr. .NAvAnno. It is. It is a good 8 to 10 to 12 thousand dollars.
Again, I am speaking of large variable mainly because it can vary
that much per family income. Now, we have evaluated this interms
of hours, and the membership themselves know that this is not con-
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siderably more than they are making if they have a good year, if they
work long hours during the year. As you know, the wages atm My
and the hours accumulate. In this particular case, especially at the
start, Nip income is not the only reason for the- cooperative. The
cooperative is trying to establish itself, it is trying to establish its
equity. Tereso Morales mentioned that they started off with very
little money. This is the problem that cooperatives are having, espe-
cially in light of trying to .help out farm workers into forming
cooperatives with no investment to be made, it has to come from
somewhere. This is why we went to the various governmental agen-
cies, and actually most of them didn't believe the concept, they didn't
believe that a farm worker could be a farmer, including initially
0E0, till we did some further analysis and then I think convinced
them. I think now they are satisfied that it can take place.

The farming co unity didn't believe they would ever plant the
crop. Once they pl tared it they didn't believe it would ever collie
up, and once it ea e up, now thkv are saying it will never stay to-
gether. I think the reason this co-op does exist is merely because of
the,har work of, first of all, the board of directors of these non-
profit corporations, as David Kirkpatrjck mentioned, including the
C.C.C.D.C., and also the hard work and perseverance of the farmwork-
ers that originally started the cooperative and the total membership
now. I say membership because they are, in a sense, categorized as
members now instead of farm workers.

Senator STEVENSON. Mr. Kirkpatrick, you said you had misgivings'
about people looking at the Co-operativa Campesina as an example
of what can be done with hard work and a chance, and some credit. ,
Why? It has been very successful so far, hasn't it? If it is being
done in this ease, why can't it be done in many cases?

Mr. KIRKPATRICK. Well, we are very happy to have people look at
it. We just don't want them to expect too much, more than the co-op
can really claim to 'prove. .

Let Manuel say something along these lines. , P
Mr. SANTANA.. To start off a co-op is a very, very difficult problem

to begin with. In order for it to succeed it has to have a sophistica-
tion of modern agriculture, modern management, and control factors.
In addition to that, the people that we. serve also need a lot of train-
ing in management and contrail and organization. We believe that

.one of the reasons why the poverty programs have failed so badly
is because they have never had a sophisticated staff to put together
sophisticated packages that have a chance of success To start an-
'other co-op, to get as far as they have done with the hard work will
wire a tremendous amount again of a highly trained staff, to'"---
put aside their ideology and start working to running a business,
and it is extremely difficult to do that. This is one of the reasons
why we feel that rural economic development still is not funded by
the Governmentto do this kind of planning and implement and
to pay for that, sophistipated staff. Again we believe this is one of
the answers to rural economic. development, especially with the
migrant worker, We believe that through a co-op we can begin to
stop some of the migration; we can begin to have,more stable com-
munities; but first you have to start off with an economic, base, and
this economic, base could be done through this cooperative effort.

,
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The co-op needs also` have to be designed very, very carefully to
to meet the needs expressed by the people themselves. This takes a
tremendous amount of sensitivity and it takes again very sophisti-
cated petple who can convert traditional management techniques to
the need and the profile of those whom it is supposed to serve. Again
we have a fear that co-ops, just co-ops per se, are beginning to be
rather a fad, and we feel that co-ops can provide the basic, economic
development, especially for migrant farmworkers.

But more than that, it also has to provide a Completely new way
of looking at the rural communities. I think we are beginning to
separate them from the urban communities in this sense. What is
happening in the cities right now is a tremendous amount of segre-
gation in the Cities, and, it tremendous amount of money that the
Government is providing to solve these problems is being constantly
diffused by the immigration of farm orkers who can no longer
make enough money to live in the, ru communities. The housing
in rural-communities is disastrous. at little housing programs we
are able to get through the Federa Government are so tied up and
so cheap in a sense that the$ provide more problems than they really

) prevent. Most of the housing that we have seen that has been ac-
cepted in the rural communities are not designed for rural families.
We are still talking about townhouses. Well, you put in apartments
or townhouses for rural workers with eight children apiece and you
are going to have a social disaster. When we to the .FHA
people about their requirements, they don't provide yards around
a house where you can isolate those children if you have to, where
they can have a small playgroUnd. They are trying to pack 10- or 15-
member households in 900 square feet with five bedrooms. Who is
kiddingrwho? It just doesn't work out.

igtgentially we feel that what we have to do is look at the rural
economic' development as a total thing which includes dispersion of
the urban population back into the rural communities. In order to
do that, the rural community must generate enough income, it must
provide for social development and it also must provide for cultttral
development which makes rural communities again very attractive
to the small farms.

Again I feel the Government must provide sdme seed money
for this kind of planning and perhaps testing out models. We have
a model cities program right now which I think is trying somehow
or other to humanize the city in view of the people. The people have
a lot p,f 'participation in these prolftams, and development of the
communities. I think we have to spend as much money in our rural
model communities as we are in the cities. I think this is one of the
answers. A lot of planning a . lot of implementation, and a lot of
sensitivity as to the nature Of the people we are trying to serve. Cen-
tral Coast Comities, Development Corp. feels we are forced to go
into the field of planning and rural' economic development is one
of the fields on which we plan to concentrate. We look at the co-DP
as a first phase to provide an economic base for further develop-
ments. Hopefully 'we will be able to get more legislation and get
more money to provide those test models for rural economic
development.
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Mr. KraiusAraicK. If I can add just a little bit more in response to
the question. .

You have been talking in terms of $250,000 as being what we had
to get together, to get the cooperative off the ground. In fact, I have
gone into it in somewhat more detail in the,prepared statement. There
is a tremendous amount of technical assistance that lay behind it,
too, which costs money.- Not only that, we found-we had to gather
the basic materials in most of the areas (that we were concerned
about.

There haven't been a rot of people thinking about whatoort of t:
crops would 'lend themselves to this type of. deyelopment.',There
haven't been a lot of people thinking about all of the real proble
areas that we have had to deal with We had to ,ferret this informal
tion out from scratch, and we had trouble finding people with past'
experience in these areas which makes the whole process slower, and
we have had to provide a training staff. We have had to Prepare a
curriculum and this sort of thing for the families which involves a
considerable cost in addition to the money we have mentioned. So
we would be concerned that people would just, you know, lunge into
sort of a cooperative movement without realizing all of the elements
that are involved..

You have to have the necessary credit, the necessary training, and
the necessary technical. assistance. Then if our venture proves out
we really would like to furnish it to you, but we feel it is a little
early to, point to it as being a monumental success.

Senator STEVENSON. A. considerable amount of Federal meney
goes to Land-Grant Colleges. Aren't they thinking about these
things?

Mr. KmKPATRICK. They sl-rould be; they should be more. U. C.
Davis has come and given one talk to the members of the co-op, and
I would like to press them more in the future. Most of the agriculture
extension's publications are only in English and not in Spanish so
even what they have done isn't really available to, therriembership.
There are many areas of improvement I don't think anyone has
pushed them from our respect that much in the past but it is not
to say we won't in the future.

Alfred has something to say.
Mr. NAVARRO. I only wanted to say that in terms of that question,

and I think sustaining what David is trying to say, cooperative is
merely a technical name in a sense for a structure and what we are
really talking about is really community development and com-
munity development for the farmworker. The farmworker has to
be trained, he has to be given the opportunity and he has to be
given the proper guidance and leadership to utilize whatever re-f-,

sources are there.
Secondly, more effort has to he made on the part of the Govern-

ment, the private sector, and.the educational sector especially.
You mentioned University of California at Davis. University of

California at Davis is400 narlow in their concept of farming, we
feel, as I think was preVioustY mentioned in terms of mechanism.
Mechanism, is done for profit's sake, not for people's sake. Education
and curriculum, et cetera, are done for the sake of the established
mode of operation. Programs such as the 0E0 need to be more
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sensitive or actually more developed toward actually helping the
farmworker.

I think the reason the .corporation began to begin with, and initi-
ated its work, was to get more direct benefits to the farmworker. It,
is obvious that most programs filter down very few direct benefits,
if any, and if any service is performed, and our attempt has been
merely to direct as much of that directly to the farmworker as
possible, assist the farmworkers in meeting their objective, and they
operate the cooperative, they hire the management and they fire the
management with their own financing. This is their objective and this :
is what we have tried to do, but there is a tremendous amount of
need, not just for everybody I am going to say, just in general,
there is a tremendous amount of need. If you are really going to
stop and solve the _problems we are going to have to start concen-
trating and start being a little more realistic that the farmworker

the person that is going to have to start doing it, in a sense, for
himself, the one that is going to have to receive the benefits.

Again, cooperatives can only help a small percentaae of the f arm-
workers.Unionization helps out, or can, and will, and is helping a
majority of 'the farmworkers. Economics is not such that every
farmer can be a co-op member, in my opinion. There is' still more
work to be done, more models to be tested and more community
development. When I say models, I don't use the word lightly. I
mean actual things that can be used, that the farmworkers them-
selves can turn around and pick up and use, and I thin" tc once this
is done and the farmworker has a base, a political, social, and eco-

' nomic base, then he can start solving his own problems, take on his
own leadership, he doesn't need the 0E0, et cetera.

Senator STEvEicsorr. Does the-cooperative hire any farm labor?
Mr. MORALES. No. Pardon me, yes, a little bit, because the first

year we were harvesting the zucchini' squash, we were getting ready
to get the land ready for the strawberries also, so we were in a /
position to hire one or two persons to help out on the picking of
zucchini. But the plan of the co-op is not to hire people, only on the
topic of strawberries. Instead of losing,, them we prefer to pick
them so that is when we come to the position to hire a person for a
week or two. Other than that, it is all planned to be done by the
family.

Senator STEVENSON. Senator Taft, do you have any questions?
Senator TAFT. I have no questions. This was very impressive

testimony.
Senator STEVENSON. It is one of the brightest spots in these 3 long

days of hearings. What you say sounds very much to me as if you
should be (riven not a grant, but credit, the opportunity to borrow,
and the technical assistance. An overall strategy for rural America
could b6 developing, and Co-uperativa Campesina could become a
model. Your experience might be repeated all across rural America.
Unfortunately, your efforts are the only such experience that I know
of in rural America.

Thank you very much, gentlemen.
Mr. KimirxruicK.7-Thank you.
(The prepared statement of Mr. Kirkpatrick follows:)
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PREPARED STATEMENT OF DAVID H. KIRIIPATRICK, ON BEHALF OF CENTRAL COAST
COUNTIES DEVELOPMENT CORP., CALIFORNIA.

I am here as a board member and counsel for Central Coast Counties De-velopment Corporation Alfred Navarro, our executive director, appeared, asyou may recall, at your hearings in Washington.
Our organization provides technical assistance to low income people who

are interested in establishing themselves in some form of business enterprise.
Our single best. known project has been helping establish Co-operativa Cam-pesina, a cooperative made up of former farm workers which is now raising
and preparing to market strawberries in the Watsonville area. The role of .Central Coast' CoUnties his been putting together a proposal to secure initial
funding for the cooperative and providing tecjmical assistance and 'training ona continuing basis to the cooperative to insure its success.

We have devoted a substantial portion of the resources of our organizationto this one project for a number of reasons. First of all, we believe there are
areas in agriculture in which the small farmer, so long as he is organized in
the proper fashion, does have a chance to succeed. Yoil have heard in the pastand over the last few days testimony about the plight of the small farmer.
One conclusion might be that the conglomerates will inevitably displace thesort of small to medium scale farming with Which we are concerned. We would
not agree, although we have to admit we have yet to fully test our ideas.
Marketing of agricultural produce does seem to require large scale enterprise.
The actual growing operation, however, we have found is no more economical
on a large scale than: on the scale of the family operation, at least in theraising of strawberries and several other row crops. We would even go so
far as to say that the farm workers which we have assisted in the first few&Crops they have own, have matched the highest productivity rates hi the
growing operation of any of the neighboring farms with comparable or lowercost figures.

We feel that farm workers with the proper assistance have a good chance
to succeed as entrepreneurs in agriculture. Despite the increase in automation
much of agriculture is still labor intensive. The type of labor involved is often
skilled, contrary to popular belief. Some strawberry growers are having diffi-
culties because they are unable to find an adequate supply of skilled pickers,even where there is a surplus of agricultural labor. Those willing to put inlong hours utilizing their skills as strawberry farmers tkuder the Co-operativa
Campesina model should be able to substantially increase their family income,find year-round work in a single community, and thereby avoid some of the
consequences of the migrant life-style which this Committee has documented
in detail.

Central Coast Counties' strategy for taking advantages of ,the efficiency of
the family scale farming operation and the large scale marketing operationis to link the farm worker families who each have a plot large enough to
support their family into a cooperative which will then bargain on behalf of
all the 1:pembers in marketing their crop. Co-operativa Campesina has yet to
complettm full productiOn e5tel-e. The co-op idea has been tried in the pastand bast led. Thus we would be foolhardy to claim that we have already
demonStraUd, a:solution to, any of the problems of the rural poor. All we
can claim 'Is that we are working with -a.. cooperative. which we feel offers
some promise of proving there is a segment of agriculture, even without major
legislative changes in the tax laws, subsidy programs, and other forms of
governmental assistance to the farmer, in which the small farmer can operate
economically so long as he is provided with very sophisticated coltinuingtechnical assistance.

HISTORY OF CENTRAL COAST COUNTIES DEVELOPMENT CORP. AND CO-OPERATIVA
CAMPESINA

Let me give you a brief history of how the Central Coast Counties Develop-
ment Corporation and Co-operativa Campesina arrived in the position they
are today. Central Coast Counties received an Economic Development Admin-
ist.ition grant to provide technical assistance in the area of economic develop-
ment starting in the spring of 1970. The corporation was approached at that
time by a number of people who were interested in starting a strawberry
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growers cooperative. One of the Interested groups included six men who were
involved in a basic education program financed through O.E.O. Title III(b)
Migrant Funds. The group decided they waited to take on a project which'
would continue long after the conclusion of their claSses. The project they
chose was establishing a strawberry cooperative. Central. Coast Counties,
worked with these families in an attempt to obtain financing for such a
cooperative. A group went to discuss the project with the Farmer's Home Ad-
ministration and were told in effect there was very little chance of getting
Farmer's Home funding even though the Farmer's Home Administration has,
a special program for economic opportunity loans to such cooperatives. The
group next went to the Bank of Cooperatives. Aga we were told that such
an operation involved too much risk. Commercial s which were contacted
gave the same response. The initial reaction all funding sources was very
discouraging.'

The farm workers, however, were still determined. They decidea to dal
a small-scale growing operation, raising zucchini, if only to prove that with
a little assistance they could manage their own farming operation. With the
results of this experiment, a detailed analysis q4 the strawberry ^market, and
further information about the types of families that would be involved, Central
Coast Counties went back to funding agencies to again try to raise the financing'
for a cooperative. This time they met with success. Both Q.E.O. and a bank in
the private sector were willing to put their money into.Co-operativa Campesina.
. Throughout the period in which Central Coast Counties was seeking funding

a further federal program was essential in keeping the families together and
working on the project. Central Coast Counties was able to get an Operation
Mainstream contract from the Department of Labor. This grant enabled
Central Coast Counties to pay a very minimal salary for people, who might
not otherwise qualify for a job, during an initial on-the-job training period.
Central Coast Counties has been especially fortunate in having as their Labor
Department contact Andy Fernandez who has been flexible in allowing Central
Coast Counties to use a portion of this Operation Mainstream grant to support
some of the families working on the cooperative during the period in which
the cooperative had no cash income with which to support the members.

Farming is different from most small business in having a very long start-up
time. In the crops we are concerned With you have to wait many months
from the time the land is first worked until there is any cash revenue. Once
our cooperative is established this won't be a problem. The cooperative will
have assets and borrowing power sufficient to finance its members through the
slow periods. During the initial start-up period, however, the Operation Main-
stream money has been essential to keeping the whole group together.

TECHNICAL ASSISTANCE AND TRAINING

Today we have a cooperative which has harvested several crops of vege-
tables, has harvested a first small crop of strawberries and is anticipating its
first major stwaberry harvest this spring. Central Coast Counties does not see
its role in connection with the cooperative as having finished at this stage. It
has already conducted extensive training sessions for the members and con-
siders continuing training and technical assistance to the families to be
absolutely essential.

The type of training Central. Coast Counties is providing the members falls
into a number of different categories. Although the members come to the
cooperatiVe highly skilled in certain aspects of strawberry cultivation and
harvesting they need further education, as do all small farmer8, not just farm
workers, in many aspects of business management and good farming practice&

The first area of concern in the curriculum being developed by Central
Coast Counties is a review of the !Unction, method of operations, and legal
restrictions on cooperatives. The cooperative structure is compared with the
various alternative forms of organization with its advantages and disadvan-
tages discussed. Some history of the cooperative movement and the reasons
for previous failures is also brought out.

Next the curriculum delves into basic business management problems. The
education staff uses the structure of the cooperative as a model to bring out
the differing responsibilities of the board of directors, various subcommittees
of the board, the management staff of the cooperative, and the membership.
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Members discuss the feed-back and evaluation, system which has been builtinto the cooperative to help in arriving at management decisions. The groupthen discusses at length various management problems that have alreadyarisen in the cooperative; looking at the way decisions were made, the sortof facts which should have been the basis for the decision, and approachesthat the cooperative might use in handling such a decision should It arise again.A further category of training relates to a number of basic business practices.The membership will go over the cash flows developed for the cooperative sothat they will, understand not only the operations of their cooperatives butalso how to .read cash flows for other business enterprises. Rookkeeping tech-niques will be discussed briefly along with how to read financial reports andbade 'principles of business law.
The final area in Central Coast Counties' current curriculum involves certainspecialized farming practices. Twq people froth the University of Californiaat Davis have already come and conducted an evening Session in Spanish forthe membership on certain scientific aspects of fariaing. The educational com-ponent of Central Coast Counties hopes to be able to translate a number ofmaterials prepared by the Agriculture Extension into Spanish so that themembers of the co-op will be able. to read them. It also hopes to provide adetailed- discussion of the procedUres used in marketing fresh and frozenstrawberries.
Undoubtedly more areas of training will emerger.as we see what types ofproblems the members of the cooperative encounter and get more feedbdckfrom them as to the types of training they feel they need.,Central Coast Counties also provides certain types of ongoing technicalassistance in the operation of the cooperative. The staff of Central CoastCounties works closely with the cooperative staff and the individual membersin advising them of the areas which the Central Coast Counties staff sees aspossible emerging problems. The Central Coast Counties 'staff also gives thecooperative feedback on the policy decisions they make.
Central Coast Counties feels that, this type of technical assistance andtraining is necessary to ensure that the cooperative establishes a stable methodof operations. We would anticipate that. this type of assistance on a graduallyphased-out basis will be required for at least one more year.

RECOMMENDATIONS

Bitted on the abort discussion of th<24ygst history and present operationsof Central Coast Counties and Ccfropefittiva Campesind I would like to putforward the following recommendations to this Committee :1. Establishment of a System to Provide Credit, Training and TechnicalAssistance to Rural Cooperatives. I have tried to show in the above discussionthat our organization had to go to a number of agencies to put, togetherits present program. I don't mean to criticize these agencies which have helpedand encouraged us. I would only suggest that if we can demonstrate the
viability of our approach during the next year, one of these agencies should
establish a program to fund all of the facets of rural 'cooperative developmentout of one office. Very few other groups can be expected to have the phenomenal good luck and perseverance which Central Coast Counties and
Cooperative rampesina have had in patching together three or four different
programs to come up with one workable operation. In suggesting this I am
not suggesting that this program be housed in the Department of Agriculture.Had we been limited to just the Farmer's Home Administration as a funding
source we would have given up long, ago. It is absolutely essential that any
agency which should establish such a program be sympathetic to its aims asthe Farmer's Home Administration appears not to be.

Title VII of the Economic Opportunity Act Amendments just. vetoed by
our President might have been a first step in the direction toward establishingsuch a program. I would encourage this legislation as well as further efforts
to provide the training and technical assistance resources.

Particularly important in Rural Economic Development is a source of infor-
mation on the latest research thinking about O.E.O. programs and the so-called
War on Poverty are urban intellectuals. They have defined the problem 'as
the "urban crisis." The problems in the rural areas and their relationship
to the urban crisis' have been neglected because of the basic orientation of
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these intellectuals. We have encountered the same problem in trying to develop
our co-op. Most of those who are interested and sympathetic with what we are
trying to do don't possess the expertise we need in agriculture. Most of those
who do have the background are not terribly sympathetic. There are, of course,
a number of exceptions, but it is my conclusion that rural programs have a
harder time than their urban counterparts in accumulating the expertise
'needed by the groups they are trying to assist and in keeping abreast of the
latest changes in agriculture. To the best of my knowledge no one has studied
which types of crops would lend themselves to the sort of farm worker co-
operative that we have set up. Only very basic studies have been done of
the organizational and operational problems of cooperatives such as ours. We
have a sense that we are pioneering a new approach, which is good for the
morale of our organization, but is hardly helpful in making the best manage-
ment decisions and in coming up with approaches which may be useful in
other areas.

2. Keying Manpower Programs to Economic Development. I have described
above the very fortunate experience we have had with our local Labor Depart-
ment representative in allowing us flexibility in administering an Operation
Mainstream grant as support for the co-op. From my limited experience it
would appear as though Department- of Labor Manpower Programs are not
keyed to helping the workers who are assisted through the Manpower Program
build up an equity in,the operation in which they are working. We believe
that such an emphasis in the use of Manpower funds offers much more
long-range benefits. We would encourage any steps that are necessary to
make it a priority for these programs to give first crack to any job opening
which would build in an opportunity for the worker to hereby gain some sort
of equity or management control interest. These Labor Department funds are
absolutely essential in our experience during the start-up time of our economic
development enterprise. We feel other' groups should have access to the same
sort of funds.

Senator STEVENSON. Thank you Very much, gentlemen. Your con-
tribution to ouj' hearings is very important.

Our next witness is Mr. Arthur Blaustein from the Economic De-
velopment Center of the University of California at Berkeley.

Mr. I3laustein, I see you have not only a statement but a rather
ilengthy statement. We would be glad to enter it in the record'if

you would like to summarize it:
Mr. BLAUSTEIN. I will try and summarize it as much as possible.
As a matter of fact, first I do want to apologize for there are some

changes in my text that I am going to present verbally. I just re-
covered from flat on my back with the flu and didn't get a chance
to go over my text and get new copies run off. So there will be
changes in my verbal testimony.

STATEMENT OF ARTHUR BLAUSTEIN, EOONOMIO DEVELOPMENT
CENTER, UNIVERSITY OF CALIFORNIA, R.E.RHELEY, OMAR

Mr. I3LAITsTpas. In the letter which I received from Senator Ste-
venson he asked me to do, one, an. analysis of economic development
needs in rural areas; two, a critique of successes of pump-priming
and trickle-down series; three, an impact on Federal agencies and
local .governments on rural programs; and four, suggestions of re-
forming national policies.

And as read later in the letter it said, "It is our policy to limit
your remarks to 1! minutes."

Tt is reminding of the World History course T once had in the
eighth grade, I went from Moses' Sermon on the Mount to President
Truman's decision to drop the bomb in 8 weeks.
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Mr. Chairman, in my testimony today I would like to address myremarks to four general problem areas that affect the rural poor,and, in particular, the migrant laborer and his family. Others haveoffered testimony on more specific issues such as vertical corpora-tions, concentration of land ownership, water use, and populationdistribution. A
The subject area that I have been asked to cover are muchbroader and more complex; and therefore do not lend themselvesto simple explanation or descriptionto the use of charts, curves andfiguresnor to easy solutions. They have to do with attitudes, struc-tures, bureaucracies, assumptions, and theories.
The first subject area has to do with the interrelationship between

economic and political power and more important how this poweris wielded to influence, control, and subjugate minority and low-
, income rural poor. The problem is manifest, economic developmentand jobs are an important part of the equation but political influence
is, above all, critical to the solution. loo often these issues are an-alyzed separately but, in the real world, they are very much inter-
dependent. The gut of this critical issue is the aspect of communitycontrol; of individuals participating in decisions that affect theirown lives.

Existing policies are very often next to useless. Worse than that, in
many cases the programs that are offered either waste our humanresources or despoil our natural resources. They certainly do not
contain the dimension that allows for social or economic changefor
rural low-income families. The "welfare/mobility" strategy is notworking. The so-called "growth center" strategy is simply one of"borrowing from Peter to pay Paul." It makes very little sense in
practical terms. The President has decided on the recommendationof GA() to drop the title III--A loan program run by
which, incidentally, in its administration of the program, disregarded
the intent of Congressional legislation. Local politicians and bureau-crats are, in many instances, "owned" by large agricultural con-
glomerates. The rural poor have nowhere to go but up; unless thebottom falls out totally.

At the beginning Nirant to make it clear that I strongly believethat a coherent Polley of economic development is the most sensible
and viable strategy for alleviating poverty in rural America. sug-
gest that the best way to achieve this goal isJo offer an opportunity
to poor rural people to own and run their owniarms and to establish
and own cooperativesthereby enabling them to earn a decent 'living
for themselves rather than be.foreed between migration to the urban
slums and a life of welfare and /or (chronic) dependency. I do notfeel that it is an understatement to say that the present pyramid of
corporate subsidies, government. quasi-regulation, bureaucratic in- .
sensitivity and legislative indifference is serving the purpose of
keeping people in human bondage. The circumstances and conditions
which I have described. whether by deliberate plan or not, have
been imposed on rural America in a piecemeal fashion with prac-
tically no thought to overall policy nor to the plight of human beings
or to the environment. Furthiirmore, although I have only read it
briefly, the new act 'proposed by Senator Humphrey ,aid others
will not resolve the aforementioned problems: it will perpetuate the
faults of an inadequate systemthat is, except for corporations.
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. With regard to political implications, let me quote to you the
following exampla:

"Coca-Cola's treatment of migrant workers presents a perfect
lesson. In 1960 Coca-Cola bought Minute Maid oran e juice and
became one of tha largest employers of migrant w r rs in Florida.
At the time of the purchase in 1960, Coca-Col executives must
surely have known of the exploitation of the migrant worker in the
Minute Maid operationsthe laborsituation is a crucial component
of anSr feasibility study preliminary to purchase of a major corpora-
tion. For 10 years Coca-Cola took no action to reform its policies
towards the migrants. Now it is beginning to implement some
reforms, but only after the activities of Cesar Clnivez came to the
attention of the president of Coca-Cola, only after a television docu-
mentary and congressional hearings embarrassed the corporation. In
short, only after Coca-Cola's actions were treated as the political
acts of a firm not exactly fighting for competitive survival.".1

The accond area that I will address my remarks to is bureaucratic
indifference. For those who live out in the boondocks of a rural
America it is probably the most time-consuming problem. Individuals
and groups often have to travel long distances to see officials. Thirdly,
I will attempt to evaluate the impact of existing Federal programs
by citing the examples' of policies of those agencies which are spe-
cifically .responsible for economic development. Finally, I will
attempt to offer an analysis of the "trickle-down" theory and suggest
specific legislative recommendations for alternate means and mech-
anisms for delivering services, resources and subsidies to poor rural
communities and individuals.

The problems that I mentioned cannot be discussed separately in
cubbyholes. Hopefully, my remarks will weave the four issues into
some sort of harmonious theme.

First, in dealing with bureaucracy, most county, State and Federal
agencies are like the Empire State Building without 'elevators.
Somewhhe `up on top is the administrative apparatus, the public. is
down in the basement, and in between is a vast air space occupied
by the bureaucracy. The consequence of this three-tiered arrange-
ment is that the average citizen lives in nearly total bewilderment
about his government and, on the other side, the administrative
officials.in many cases work in general ignorance of what. their own
bureaucracies are doing to the individual. A different style of frustra-
tion lies in wait for the citizen who thinks he can accomplish some-
thing by interrogating public officials at public meetings. if he
(or

some-
thing

tangles with the. head of a bureaucracy, he will find himself
fighting way out of his class. Any local commissioner will tell the
citizen that the citizen is "not in possession of. all the facts." The

-common thread that stitches all the official responses together is their
irrelevance to the questions. Such confrontations give the bystander
the feeling of traveling through one of those amusement-park con-
cessions where iron bars turn out to be rubber and where mirrors
make a man seem 7 feet tall or 7 inches short. The citizen might try
to. barge into the bureaucratic establishment and demand an audi-
ence. but. that is tantamount to wandering through a pitch-fork cave,
full of hollow voices telling the individual lie is in the wrong depart.

I Philip W. Moore. "What's Good for the Country is Good for 4341." pi+ge 17.

y
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ment and will have to go to another agency. It's a page out of Plato's
"Myth of the Caves."

I mention this and the next point, not in jestfor a terribly serious
problem is created.

Seventy years ago when Government was really corrupt,. public
employment was divided along a 2-to-1 ratio. For every 100 real
persons who put in a day's work, there were 50 ghosts who were
carried on the payroll. In snow, sleet, slide, hurricane, famine, fire,
riot or grand jury investigation, the real ones had to show up. A.
prominent journalist recently recalled the plight of one large city
that was faced with an annual crisis: It could have been any of the
above-mentioned difficulties but in this case it happened to 13e a trans-
portation problem.

The mayor made the tactical blunder of issuing an appeal to
every public servant, asking them to stay at home unless they felt
their job was essential to the public good. It was reported that
between 80 and 90 percent stayed home. Assuredly, that was not a
safe choice to offer to local civil servants; the conclusion being that
since the postreform days of "bossism," and "country courthouse"
rule, the merit system has elevated the no-show proportion substan-
tially (33 percent). My point is that an absentee burmucracy is
also like absentee corporate Ownership, it really does not (care what
is happening in the locality.

I should have prefaced my remarks by saying that my references
to public officials are very general. Of course, there are individuals
who work long hours and go out of their way to help poor minority
people, but unfortithately they are few and far between.

If the Senators ever had the chance to wander through some of
these local county agencies and Federal bureaucracies they would
understand. It becomes more difficult when it involves low-income
individuals who have language problems. My references to Federal
agencies are relative also, they vary from agency to agency, depart-
ment to department and regional office, to regional office. This having
been said, we can now proceed to the more serious business of analyz-
ing the policies and efforts (administrative and bureaucratic) of
those Federal agencies which are responsible for providing .grants
and guidelines, programs and priorities for low-income and minority
groups in rural areas, especially in the areas of economic and business
development. manpower training, and employment.

ECO'NOMIC

The Economic Development Administration (EPA), as you know,
is an agency of the U.S. Department of Commerce, established in
1905 to encourage economic development in certain "lagging com-
munities" throughout the country. In order to attract private in-
dustry to locate in these communities; EPA has various programs
designed to "sweeten the pot" for private. investment and corporate
interests.

In its effort to stimulate industrial growth in areas with high
unemplovment or ow family incomes, the agency has created local
corporations for dispersal and management of funds.

ticother tic ucements, EPA can offer public works grants
and loans, direct business loans, and can give technical assistance
grants. They have tended to concentrate in small towns and rural
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areas as well as making substantial business loans (the fiscal 1369
average loan being $1,004,000). Most usually, they have re erred
smaller borrowers to the SBA. and private sources. EDA has also
given support to ,other Government agencies and has generally par-
ticipated in projects when supplementary funding is,availabl© from
other Federal agencies.

Although EDA has concentrated upon rural areas they have more
recently been involved in establishing several major urban projects,
including ones in Los Angeles {Watts) and Oakland, Calif.; in the
"stockyards" of Chicago; and in Brooklyn, at the ()lot Navy
yard. I refer to these urban iireas because that is where pump-
priming and trickle-down has been considered most successful. If
you plan to create an, economic model for rural America, does it not
make sense to examine the track record of the model you are claim-
ing success for?

After the Watts riots in 1966, industry was reluctant to move
into the area. EDA underwrote a technical assistance study to
determine. the economic feasibility of development, and concluded
that the area could, under normal circumstances, be a natural center
for industrial development. Watts was well-served by utilities and
transportation, and has a large supply of under-utilized industrial
and commercial land. Watts also has a strong industrial market, and
a large labor pool available for diverse industrial jobs.

EDA proposed that a local development cOrporation be created
with establishment business and financial leaders from the Los An-
geles area, both black and white to administer the development. EDA
stipulated that the local development corporation be independent of
any local community groups, and that community participation be
kept to a minimum. The agency rationalization was that business
acumen was more important to community development that was
"relating to the community." Various community groups felt other-g

wise and suggested that the whole project was another shuck; i.e., to
help major corporations and improvement the status of a handful of
Negroes who were on the make." From its inception most com-
munity groups felt left out in the cold.

Thus, Watts Economic Resources Corporation (ERC) was formed
in June 1968 with nine, Los Angeles trustees, and was empowered to
buy and sell land; machinery, buildings and equipment; to borrow
money; and to guarantee third-party. loans. EPA. arranged for an
0E0 grant of $3.8 million to the project, which. EDA matched, for
programs subject to EDA approval.

Watts' ERC has since created: a 45-acre industrial park, with EDA
approval. Lockheed Aircraft agreed to be the first maw tenant, and
promised to proVide jobs and training for the unemployed. It is gen-
erally agreed that the, project was not a success. Lockheed seems to
have a poor track record for delivering on promises.

Across the bay. the city of Oakland was designated as an EDA
target area in 1965 because of persistent unemployment. EDA spon-
sored an interagency task force in Oakland with Wt.,- participation
of the Small Business Administration. the DepartmenWof Housing'
and 'Urban 'Development, Health, Labor. and 0EOcharged with
the responsibility of developing a coordinated Federal and loCal
strategy to, help poor people. Since. Oakland's Problems were so
critical. EPA established a prograni to reverse the unonaploment
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trend in four areas within the city, before the task force had corn-.pleted its strategy. In addition, I41DA committed funds for publicworks loans and grants, business loans and technical assistance,
including a $1.3 million grant to World Airways, which promisedto train minority individuals.

The Oakland project can be best summed up in the words of a a
journalist, Murray Kenapton, in an article,

up
of DreamsOakland, California." Ile said:

The salvation o Oakland, like so many great undertakings in America, israther going to done.
Its disaster is t t one common to eines: In the last 10 years its overallpopulation has d ned 5 _percent, and its Negro population has increased

73 percent. It is a city of eonsiderable amenity. Only 15 percent of its housingunits are .substandard.
Oakland is also a tight Union town, and the Labor Dept. estimates thatone-third of its 'labor force is unable to earn a decent living.
It is ridiculous to quarrel over whose fault this is, although the city and

the special federal team which has been sent in to repair the damage seem
to have spent a good deal of time quarreling about almost nothing eine. ...

Oakland strives for Its reclamation pretty much as Americans . . alwaysdo =by building edifices for the wonderment of non-residents. Its port com-
mission has a higher budget than the entire city government. The 30 percent of
the Avitite population which has moved out in the last 10 years kept its con-
struction union cards in Oakland, of course; the federal government hasa rule
of thumb that 58 percent of the wages paid on its Oakland construction projects
go to people who live outside of Oakland.

The city is, of course, concerned about its poor and not just because nowadays
it isn't easy to get federal money without attaching a rider certifying that
somewhere in the plans there's a little grease for the hard-core.

The government will shortly grant $11,000,000 to World Airways* to expand
the local airport. The president of World Airways was listed reeently as in
the $100,000,000 class, which would suggest that lie might be able to find
$13.000.000 around the money market somewhere ; but the government came
rushing to his relief because he promised that his new facility would train
and litre Oakland Negroes1

Eugene Foley, then Director' of IMA. seemingly satisfied with the
agency's effort, said. after the commitments in Oakland:

We need bold and imaginative action in each ghetto and we offer induce-
ments to obtain it. If we can devise schemes, for a legitimate profit to be made
in the ghetto then we will see the vast economic and talent resources of
American business begin to apply themselves to the solution of urban problems'

On source in Oakland, a leader of a community-group, indicated
that at last count 14 individuals hard -rove blacks lad been trained
since World Airways of that grant. Now private industry really
ought to be able to do bettey than nearly a million dollars per black
trainee. The pump-priming inducements that Foley felt were so con-
ducive to "bold and imaginative action" were. to say the, least, getier-
ous; the trickle-down aspect so embarrassing that any Federal offi-
cial. economist, manpower expert or private industry spokesman
should he Wally ashamed to even refer to the. theory.

The Brooklyn Navy Yard project has been a failure in terms of
manpower training.. employment and business standards. It was a
giveaway to local Tines County politicians and their business allies
and involved very ittle .minority/corninunity input.

The netual suns was $10,00,000 (404, In ,grant monies and 40"0 In loans at an
interest rata of 311 Mn over 40 years).

1 Murray Nemuton, "Land of Dreams." New' Vni4 Post, May 14, 1087.
Micelle P. Foley, The Achieving Ghetto (Washington, : The National Press,

Inc., 1008).
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Another well known EDA project is right here in California. It
was the funding of Walt Disney's. Mineral King project. Another
"hard-core" company, Disney's assets were listed as $261.6 million as
of October, 1970.3

This project7,a ski resortwas billed as a means to help the rural
poor of California by stimulating economic activity and jobs.

The Mineral King project is not only a typical gesture of EDA's
coziness in subsidizing big business or political. friends of the admin-
istration; but it is au.symbol ,of the Federal bureaucracy's indiffer-
ence to America's environment and ecology. Walt Disney Produc-
tions had been granted permission from the U.S. Forest Service to
despoil an untouched part of the Sierra Valley, surrounded on three
sides by the Sequoia National Park. The distinct financial advantage

i was that the resort's location was approximately halfway between
Los Angeles and San Francisco.

/At the center of controversy over Disney Productions' attempt to
rape the Mineral King area, one of the most beautiful in the West
was: the right of the Forest Service to license these kinds of projects
without holding public hearings; the propriety of the Government
to lease large tracts of national iorest land to private, profit-making
resort speculators; and the decision to put a highway across a na-
tional park to give subsidized access to a corporate speculator. The
Sierra Club has challenged the Mineral King plan and it is expected
that the final decision will be made by the Supreme Court later this
month. The groundwork for Federal participation through EDA was
laid back in 1966 and 1967. .

Originally, Interior Secretary Trdallovas opposed to the plan which
would run the road across Sequoia National Park. One article cited
the fact that :

California's highway engineer J. C. Womack said the Mineral King road
could be built only "at the expense of other critical (roadbuilding) projects."
He added that the xtse of funds set aside for other road-building projects
would be ". . . very disruptive to previously approved planning and scheduling
of projects in the Southern Counties" of California.'

Nevertheless, the'deal that was reportedly arranged between Gov.
Ronald Reagan (it was reputed that Disney had contributed heavily
to his 191111 gubernatorial campaign) and the feds was that the admin-
istration issue a permit and funds' to allow for construction of the
road while Reagan would assure that the feds would receive the nec-
essary acreage to establish the Redwood National Park.' Apparently
the Governor doesn't always feel that the Federal Government in
Washington is as he has often referred to it"That invisible army
on the Potomac leading us down the road to socialism." The permit

- was finally issued in 1907 and EDA came across with $3 million for
the California Highway Commission on the grounds that the Mineral
King "winter wonderland" resort was essential to the State's econ-
omvand would ultimately help poOr folk. From ski slope to trickle-
down, the poor and unemploye° d of California were snowed-under
once again.

N' (')i

s xerry Carroll. Big Mickey Mouse Law Suite. San Francine° Chronicle (Jan. 8,
10721. p. 4.

4 itnapr Rannport. "Disney's War Against the Wilderness." Ramparts. November. 1071.
sRapoport. op. eft.
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OFFICE OF ECONOMIC 011,011'111N=

The War on POverty was officially launched by the creation of the
Office of Eeonomie Opportunity (OEO) which was the major handi-
work of the 1964 Economic Opportunity Act.

In its effort to alleviate the poverty of millions of Americans--urban and rural- black, ,white, Mexican-American, Puerto Rican
and IndianOE() was gi'ven progqm responsibility in a wide vari-ety of areas which included: manpower, housing, health; legal aid,
education, etc.

. . . which provided services, assistance and other activities . . . to givepromise of progress toward elimination of poverty or a cause or causes of
poverty through developing employment opportunities, 'Improving human per-formance, motivation, and productixity, or bettering the conditions under which
people live, learn, and work; . . 3 °

Some of its better-known programs were Vista, Headstart, Legal
Services, TTpward Bound, the Job Corps, the Neighborhood Youth
Corps, and Foster Grandparents, among others. But at the gut of the
entire antipoverty effort was the Community Action Program which
was designed to give low-income Americans an opportunity to iden-
tify, design, plan and initiate their own priorities and emphases in
over 1,0(10 communities across the Nation.

. which developed, continued, and administered with the maximum feasible
participation of residents of the areas and members of the groups served; . . .2

Toward this end, 0E0-funded Community Action Agencies
(CAMs) were designated as local-initiative programs. They were
given demonstration grants and "required" to maintain a measure of
community control in their planning.

. . which is conducted, administered, or coordinated by a public or private
non.pront agency . .2

Tn succeeding amendments to the act. the Congress cut the heart out
of community action and all but eliminated local initiative. Tn addi-
tion by acts of Congress and decisions by the White House some of
OED's most effective programs were "spun-oft" or transferred ad- 41$

ministratively to old-line agencies (such tts ITE1V. BIA, SBA. TI'(7D
and Tabor) and State and local agencies. where it was assured that
their effectiveness would be severely diminished. Such was the fate
of Tread Start, Neighborhood Youth Corps, and the Job Corps among
others. While the political base and programmatic effectiveness of
()E0 was being reduced. however, the 1906 and 19G7 amendments to
the Economic Opportunity Ae upgraded OED's role in the area of
economic development. It gave the agency authority to establish
"Special Impact" programs in selected low-income communities.

The title j 1) amendment to the Economic Opportunity Act (co-
sponsored by the late Robert F. Kennedy and Jiteth K. Davits) of
1967 stated forthrightly that communities have the right to control
sind to direct the improvement of a whole variety of business and
soeial opportunitieS. The community -owned corporation was the key
to the whole concept. As Robert Kennedy said in 'December 1960, :

The measure of the success of this or any program will be the extent to
which it helps the ghetto to become a communitys functioning unit. its

1 Reetion 202A. Title Ii, Economic opportunity Act of 1064.
2 Mid.
I Economic Opportunity Act. op. cit. '
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people acting together on matters of mutual concern, with the power and
the resources to affect the condition's of their own lives. Therefore, the heart
of the programr I_ believe, should -be-tile -creation of community- development
,corporations (CDC's) Which would carry out the work of construction, the
hiring and training of workers, the provision of service, the encouragement of
associated enterprisesThe community developpent corporations . . . would
find a fruitful partnership with American industry . . . A critical element in
the structure, financial and otherwise, of these corporations should be the full
and /dominant participation by the residents of the community concerned . . .
through CDC's, residents of the ghettos could at once contribute to the better-,
ment of their immediate conditions, and build a base for full participation in
the economy in the ownership and the savings and the self-sufficiency which
the more fortunate in our Nation already take for granted.

In brief, the CDC concept embraces the central principle that a
hub corporation, usually non-profit, is organized.by community (i.e.,
poor or minority) representatives to acquire outsid esources such as
venture capital, short and long term loans, and e ical °assistance,
etc., in order to develop the economic, human, and 'Ysicalresources
of the community. The hub corporation then, either invests in Or
makes loans to a variety of subsidiary foe-profit corporations or co-,.

operativeseach one accruing concrete benefits for the poor commu-
nitythrough flexible policies of financial support which are geared -'-
to the specific needs of the particular enterprise. -Usually the CDC
retains virtually complete control of the subsidihry corporation
throughout thy. start-Up period; many, however, plan to make stock
in subsidiary co 'orations available at-very low cost to employees and
residents of the s munities in which they operate, and a number
intend that maj control will eventually be in the hands of the
workers and residents. Although there are variations among the
different programs (no two CDC's are exactly alike as no twocom- ..

. munities are-alike) and each project reflects specific local. needs, the
l'+ organizational structures are basically similar in design and scope. ,

In 190, the $25 million obligates `to the Special Impact Program
was administered- thrOugh the Department of Labor. In fiscal year
1968, $20 million, was obligated with the money being divided be-
tween four agencies-0E0, $2 million; Labor, $11.5 million; Agri-
culture, $2.7 million and EDA, $3.8 million. In 1969, again $20 mil-
lion was made available with $11.4 going to OEO and $8,to Labor.
In 1970, $36 million went to 0E0. The reasons for finally placing
control of the program in OEO are many but two seem to be over-
riding: In January of 1969 the Westinghouse Learning Corp. deliv-
ered its first evaluation report covering the fiscal year968 projects.
The report pointed out that 'there were many operational problems
with the Department of Labor projects. It also conokded- that the
Agriculture and Commerce projects.involved only limited economic .

development and did notgneet the principal requirement of the act:
The establishment of `programs directed toward the development of
entrepreneurial and managerial skills and the participation of the
target population in ownership of bisiness ventures. Only the Hough
Project (Cleveland) was fonufl to be addressing itself to thetom-
prehensive nature of the intent of title ID. Partly on the basis,of
that report and partly lecaus of the growing interest in the idea
reflected in the OEO model, the decision was made by the Bureau
ot therBudget to have OEO administer the entire ID program in,
fiscal-year 1970.

O
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Senator Tarr. Was that bad or good?
,Mr. BIA17STEIN. It Was very good.
In that year '0E0 refunded nine existing CDC'g and fiinded forthe first lime.23 new Special Impact'grantees. By June of 1971 0E0had funded with operational moneys (venture capital) 18 urban and19 rural CDC's; an additional five CDC's received planning funds°.A CDC is, essentially a cooperative, set up in a neighborhood torun economic and social, service programs, for, the community. Its

maim activity at the moment is operating business or profit-makingventures for the community. Some have set up factories or shoppingcenters. Others run maintenance services, cattle feeder lots, fish co-ops, catfish farms; wood-work and toy co-ops, strawberry 'producer
co-ops or stores. Other community development corporttions operatelocal services, as well as perform municipal services under contractfrom local government. The community development corporation can ebe set up by civic groups and churches, by a Model Cities I3oard orpoverty program Community Action Agency, or by any group of
individual residents of that community. It reallrmerits the title of
community development corporation, however, if any community
membie may join. i ,In principle, thi's inclusiveness distinguishes the community devel-
opment corporation from ordinary private businesses, such as those

k. mentioned-in programs for minority business enterprise, as well as
from branches of large corporations in poor neighborhoods. In these
ordinary private businesses, a limited group of individual owners or
pa ners or shareholders run the corporation, and receive the profits
fO h wn private use. In a 'community development, corporation,
the accrue to the communitY

7
Arid the community decides whatto do i h them. .

Community development corporations, thus, are a possible form of
organizat. n for a community that hark economic, social, or politicallo
needs, it is interested in working out new watts for its members to
coopera e with each other in meeting them.

Initially, most of the CDC's that had been started were in eco-
nomically depressed blacy and, Qhieano urban neighborhoods, but 4
more recently. CDC's haye been established in rural Indiana Chicano,
and White communities as well a *urban Chicano and low-income
white neighborhoods.4 0,

SMALL BliSINESS ADMINISTRATION

Since its inception, the SBAknown in minority communities as
stop black advaneerne,nthad a reputation for being a bureaucracy
that was generally unresponsive, if not specifically hostile to the needs

q)f minority individuals-and groUpS. SBA officials by and large had a
- small town white mepihants' vie' point which generally did not

cluck providing any kind of competitive advantage to blacks and
Mexican-Americans.

There-are several SBA. programs which, though extremely useful,
had been almost exclusively directed toward assisting.white business-
mg p. Informqtion and access had been,systematically denied to mi-. nority ear reneurs: For example,..the SBA was Authorized to loan
up t , 00 for up to 15 years at 5% percent maximum interest,

69-133 o - li - pt.,3C.,- 18
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for, construction, expansion or modification of small business facili-
ties. In addition, SBA was recalcitrant in offerinff participation to
minority' business ventures by guaranteeinff. bank loans for appli-
cants who could not meet commercial collateral requirements. Thtkk,,
SBA had the power to guarantee up. to ,$350,000 or 90 percent of a
commercial loan, whichever is less, and could also directly partici-
pate with up to $150,000. Generally, applicants would go directly to
the SBA which thin would paglhe information on to a commercial
bank for approval ap.d loan at a locally allowable interest rate.*

Two other SBA '"brick and mortar" capital programs could also
have been of value to small minority entrepreneurs. They were the
economic development loans (EDIA) and the small business corpo-
ration loans (SBIC) programs. AgalOn information had been with-
held from minority businessmen.

Economic development_ loans are indirect loans, intended to helz_y
small firms aCquire and build new facilities or to expand or modern-
ize. This. was accomplished through State development companies or
through local development companies,(LDCs), which then disperse
funds tv small businesses. o *

State developme t companies may be financed up to the amount of

The State companie may theft loan money for equity capital or for
other outstanding

ki
n tes, for up to 25 years at 51/2 percent interest.

long-term debt" financing to small firms.
LDCS could be profit or nonprofit and could receive almost unlim-

ited loans. These, funds woitL., then be dispersed to establish Indus-

LDCs--ds a legal entity miis be formed by at leastIacnegizens4and
trial parks, conduce urban rOff al, or to give aid to mjtA businesses.

are thus subject to some degree of community contrOl..,'AZ .: ..,
SBICs are profitmaking associations, which may be licensed*, the

SBA to supply funds to small knisinesses. SBICs may shake available '
loans for venture capital, long term financing, or management assist-
ance. No community teloie§entiction' is required on SBICS.

In general, private financing must supplement Goyernrri;rit .fund-
ingof SWs in -a ratio of 3-2. The SBA would loan up to $71/2
miyion to an SBIC, and the initial private investment would run
from, $150,000 to $1 million, depending upon the area. These re-
quirements obviously limit the value of this program to minority
entrepreneurs, who are unlikely to have large private sources of
capital, and who were not permitted to ,use funds from other Federal
affencies as "paid in coital."

To those who can qualify, a major advantage of the program is its
liberal terms. There is a, minimum financing period of 5 years, but
there isno maximum term. Additional borrowing power is avail-
able, up to $10 million, for SBICs with sufficient capital. There are
currently (in late 1968) around 400 SBICs in the U.S., with private
investments of over $300 million.

BA was not .designed to serve the rural poor.
e efforts of the -Bureau of Indian Affairs (BIA.) have, on the

whole, been consistently bad. The attitude bf the ttgency's bureau-

One example of the kinds of bureaucratic gameplaying that occurred involved
a minority contractor, hui SBA regional office and one of the Country's largest banks.
The processing of the black contractors application was held up for 6 weeks while the
SBA office and the bank's loan department exchanged` '5 letters in a jurisdictional
dispute as to who should type, the form,;.

2
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crats generally is that of protecting the stockade rather then of act-ing as advocates on behalf of the Indian tribes they are paid. to serve.More specifically, the practice of giving licenses to "white, traders"on the reservation is comparable to the company store operations ina corporation town in the 1880's.'The traders, for the mostpart, areallowed to markup their goods at considerable profit. In -addition, onmany reservations they own the only gas station, have the only telephone and in certain instances, run the post office. If there is a dis-pute over money owed to the store, some traders have been known toopen envelopes containing Federal checks to individual. Indians.The circumstances and conditionseare much like, if not worse thanin human bondage.
Furthermore, the BIA and the Farmers Home Administration(FmHA) have systematically discouraged and prevented Indiangroups from establishing their own. co-ops on the reservation, andto compete with the white trader.
With regard to rural development programs sponsoredby the Federal Government, low-income and minority groups havefared much worse than their urban brethren. Most Federal effortsare clearly stacked in favor of the'wealthy farmer or the corporate"agri-business." The concentration of wealth in the hands of a smallnumber of rich farmers and corporations, as well as vertical con-glomerates, is the Department of Agriculture (DofA) "official pol-icy" that is accepted and encouraged. This, of course, is done at theexpense of the poor and minority individual farmer as well as thoseseeking to establish low-income cooperatives. The FmHA office inthe State of California has never funded a low-income co-op in theState out of title III loan funds.
In testimony before. the Senate Subcommittee on Employment,Manpower and Poverty in August of 1968, an article which ap-peared in Fortune Magazine by Roger Beardwood, was read intoThe Congressional Record.1 It offers some excellent insights into boththe plight of the rural poor and the institutional powerpolitical,

economic and bureaucraticthat is exercised perpetuate thesetragic circumstances and conditions. Beardwood wrote that:
Big farmers in the South not only make decisions that leave hired hands andsharecroppers jobless, homeless, afid penniless. They also have a powerful voicein the formulation and execution of farm policies and programs that vitallyaffect the survival of independent Negro small farmers. In 1950 sonle 492,000Negroes in the South were classified as farm proprietors and malfitgers; by1960 only 167,000 remained in that category. There are fewer now, and if the

trend continues unabated, almost none will be left by 1975. Many of these small
farmers and their families could be helped to stay' on the land for at leastanother generation. But three things are against them : their farms are very
small, they lack the money to mechanize, and they do not have a Washingtonlobby.

The big farmers' control over small farmers' destinies rests on two facts ofpolitical life. First, the key agricultural committees in Congress are largely
controlled by the southerners; some of them, like Senator James Eastland of
Mississippi, are farmers themselves. Second, the most-important Agriculture
Department programs are administered by State and country groups that are
dominated by whites. The black farmer is helped where the administration is
fair and unprejudiced, and hindered where it is not.

The Negro farmer's troubles frequently start with the Agricultural Stabili.;
zation and Conservation Service. The ASCS is at the very heart Of the farm
program, that complicated structure which supports prices, sets production

Congressional Record, Washington, August 2, 1908, Vol. 114, No. 137.
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and marketing quotas, conserves land by taking it out of intensive cultiva-
tion, and allots the number of acres on which'Iarme-rs may grow crops such as
cotton, tobacco, and corn.

By its very nature, the ASCS system works best for large farmers. For the
land on which they do not grow crops, farmers are compensated according to
their past production; large farmers have usually had a higher crop yield per
acre than small farmers. Moreover, large farmers can take out of production
their least fertile land ; small farmers do not have that margin. And on the
hind they do continue to cultivate, large farmers can continue to increase in-
come by using modern technology. Small farmers, in contrast, lack the capital
and knowledge to mechanize, irrigate, or use the latest pesticides.

Theoretically, the ASCS is highly democratic, operating through a pyramid
of State find local groups. At the top is the State.committee, appointed by the
Secretary of Agriculture after consultation with farm organizations, State
directors of agriculture, deans of agricultural colleges, and political leaders.
Under tie State committees are three-man county committees that are elected
by community committees chosen by farmers themselves.

But Negroes sit on only five southern ASCS State committees. And there ore
only. 454 Negroes among the 37,000 community committee memberS. Most im-
portant, no Negro sits on any coAnty committee (four have been elected as alter-
nate members). And it is these all-white county groups that hire the ASCS
staff that administers the Federal program. This 'gear only 310 Negroes had
permanent full-time jobs in 2,892 county offices in the entire Nation, and no
office had a Negro manager.

Many small Negro farmers would do far better if they stopped growing-
cotton, corn, tobacco, and* other crops in the allotment system. By concentrat-
ing on such other crops as cucumbers, squash, cabbage, and sweet potatoes,
which are outside the quota system, they could cultivate all of their land in-
stead of only part of it Nioreover, since the production of such crops has not
yet been heavily mechanized, the small farmer could compete with his larger
neighbors.

The Cooperative Extension Service is supposed to help farmers to make
changes of this kind by advising them on which crops to grow, on cultivation
methods, and on farm management. But the familiar southern pattern of sepa-
rate but unequal facilities depreciates the Extension Service's value to Negro
farmers. Until 1964 the service was completely segregated; the Negro extension
staff worked out of separate offices. (Some of them lacked even a typewriter.)
Now the formerly separate staffs have been merged ; but many Negroes are still
paid less than whites doing comparable work, and in only two counties do
Negroes head the Extension Service. A number of white supervisors are less
qualified than, and junior in service to, their Negro subordinates.

Furthermore, the Extension Service lacks both vigor and imagination. Exten-
sion workers. generally give ativice only to those people who ask for it--al-
though some of the people in greatest.need, those living in remote areas, are
unlikely to ask for it because they do not know it is available, or because they
seldom go to the county seat and cannot write a letter. The service has also
failed to encourage enough people to grow their oWn food. For generations,
agricultural experts have urged farmers to buy less food at the store, and
grow more on their own land. But in many part), of the rural South, most poor
homes, black and white, have no vegetable gardens, partly because Ihndowners
have a vested interest in forcing workers and sharecroppers to buy at the com-
pany store ; thus they insist that their people grout cotton and tobacco right
up to the front door of their shack.

third branch of the Agriculture Department on which black farmers should
be able to lean is the Farmers Home Administration: It is empowered to lend
small farmers money to build or improve their homes, buy or enlarge farms,
buy machinery, start businesses that will increase nonfarm income, finance the
raising and marketing of crops, and make loans to farmers' cooperatives. To
obtain help, a'farmer must be smallbut not too poor. He has to convince the
local officestaffed by Federal employeesthat he needs money for a good
reason. Then a county committee of three must certify that he. cannot get the
money througy commercial channels, but is nevertheless a pod credit risk.

In the last several years there has been a slow,minimal improvement in the
administration of -Agriculture Department programs, brought about by pres -,
sure from the civil rights groups, a firmer Federal policy, and by Negto farm-

ti-
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ers themselves. Burke County, Ga., is one of many places where the pressuresare rising. The ASCS (ace is a small, red-brick building in the county seat ofWaynesboro. Recently, while three Negro farmers waited to talk about cropallotments, the acting manager, Frank S. Cates, described things as ho sawthem. "I'll admit the small farmer is more vulnerable than the big one," hesaid, "but these minority people who live in these shacks don't want to work.They'd rather go off somewhere and get on relief. You know this white-blackthing. We never had any problem until these outside agitators came in. I don'tknow what the younger generation will come to, but the older people get alongjust fine. There's nothing an ordinary man can do about on. J. EdgarHoover knows it's the Communists."

A WIDER PERSPECTIVE OF ECONOMIC DEVELOPMENT

With the exception of one bright spotcommunity dove entcorporationsthe cumulative effort of years of activities, policeand confusing slogans rural and urban can be summed up in the fol-lowing general statements.
(1) Relative to any conceivable business criteria, there is still nosuch thing as minority capitalism or enterprise. (For example, black-

owned businesses employ an estimated 150,000 people and generateless than 1 percent of the total black national income.)
(2) There is no overall, coherent, public or private sector strategy

for community economic development.
(3) Federal and State support of community economic develop-

ment has been mainly political rhetoric.
4) Corporate involvement in and financial institution support of

community economic development has been largely advertising andpublic relations.
(5) Private sector coalitions and advisory/support groups have

been overpublicized and underproductive.
(6) No one black, tan, or poor individual or group can speak for

the majority of thte poor regarding economa development.
(7) Newgislation, although useful, is not essential to achieving

moderate results.
(2) Current Federal institutions, with some changes, could be

extremely responsive and effective in developing community eco-
nomic projects.

(9) Time is running out. Those community leaders who were will-ing to give the administration a chance are under severe pressures
from their constituencies to deliver concrete projects.

(10) The basis for economic development, as viewed by most mi-
nority., (poor) constituencies, is a community problem, rather than
a matter of merely creating a handful of new entrepreneurs.

WHY DO THESE CONDITIONS EXIST?

(a) Lack of cohesive leadership by the Federal Government in
providing a comprehensive strategy.

(b) Lack of corporate and banking involvement.
(c) Lack of genuine coordination between governmental agencies:

Federal (0E0, I)ofA, FmHA, SBA, OMBE, EPA, Labor) ; State;
and Municipal.

I Congressional Record, op. cit.
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(d) Lack of hard information and intelligence as-to what is really
happening in. the -whole field (a communications gap).

(e) The inability of the -white business and political establish-
ment to admit to itselfilliat it is unwilling to encourage the develop-
ment of institutions for the minority (poor) community that might
one day demand interaction on the basis of real equality (institution-
alized racism)..

(f) Lack of leadership, direction, and experience on the part of
nongovernmental organizations. which were established tetprovide
venture capital, technical assistance, or other expertise, 1,-

(g) The inability of Government and business loders to perceive
the full dimensions of economic development as a Multifaceted, com-
munity issue, rather than on a piecemeal basis.

In summing up, Murray Kempton's perceptions of the reasons for
the EDA giveaway-in Oakland seemed to be equally true for the Fed-
eral Government's rationale for protecting and supporting the estab-
lishment constituencies that they so generously favored with funds;
Contracts, and other assorted goodies"to lihn who hath it shall 'be
given."

A former Secretary of Commerce once wrote:
. The vast repetitive operationS are dulling the human mind . . . The

aggregation of great wealth with its power to economic domination presents
social and economic ills which we are constantly struggling to remedy."

And a former President of the United States stated:
"American people from bitter experience have a rightful fear that great bust-'

ness 'units might be used to dominate our industrial life and by illegal and
unethical' practices destroy equality of opportunity."'

The President was not L.B.J., J.1'.K., Eisenhower, F.D.R. or
II.S.T.; the Secretary of Commerce Was not a radical populist. In
fact, they were, 'one and the same person, Herbert 'Hoover.
maneuvered beyond belief .to, keep that which belonged to the public'.
out of the. hands of private industry. Hoover's failure and .short=
comings were economic in nature but even lie gave up believing in the
trickle-down theory. America's rural poor cannot afford policies that
have been so disproved, nor can the Nation. Perhaps Congress and
the President will take a lead friim the Quaker; from Iowa and at-
tempt to exercise some friendly persuasion to render unto the .people
the land which is theirs. Instead of rereading their own warmed over
press releaSes of thj".s.Teilson ratings, the President and his Cabinet
would do well to read.Hoover's "American Individualism"

In conclusion let me say that the single most important piece of
legislatiOn that can be helpful to the rural poor is the passage of title
VI I will describe in appendix L. In addition, I have included
a proposal for an agricitItural service corps, which is in appendix II. .

Thank you very much for your. tune.
Appendix "X

LEhISTATIVE 'REOOMMAIDATIONS

Generally, there are .a whole.'range of legislative anges that Congress could
enact. The Federal Government could : guarantee ha loans from private lend-
ing institutions; provide capital in the form of di eet grants to Individual
farmets and lord- income cooperatives; provide low-int est, revolving loan funds
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available to regional development batiks; and establish a national strategycenter which could provide technical assistance and training.The main thrust would be to Utilise the same kinds of financing and leverag-ing techniques that are utilized by private industry ; but make these mecha-
_nIsms accessible and responsive to low-income farmers and cooperatives. Inaddition it is critical to reform: the present tax laws, price support programsand other subsidies that favor the corporate agribusiness. Antitrust and anti-monopoly laws will have to be enforced. The Reclamations Lands AuthorityAct and Family Farm Act should be passed.

However, I am going to focus my specific recommendations to one particularpiec of legislation, Title VIICommunity
Economic Development of the Eco-nomic ) portunity Act. Theopurpose of the new "Title -cur (which was passedin the b to last September by a vote of 47 to 12) is to both coordinatenumber of the economic development programs preViously included in theEconomic Opportunity Act aswell as to specifically provide access to existingprograms of other Federal agencies for 0E0-funded community developmentcorporations (CDC's) and co-ops.

The new, title is' a substitute for the Special Impact Program which WA,originally co-sponsored by the late Senator Robert F. Kennedy and Senator.Jacob Javits. As was indicated earlier, the Amendnient stated forthrightly thatcommunities have the right to control and to direct improvement of a wholevariety of business-and social opportunities. The community-owned corporation(and the co-op) was the key to, the whole concept. Before 'passage of theAmendment last year, hearings were held which examined the performanceof the CI)C concept. I think it is impqrtant to the testimony that was made itthat time.
In filree days of hearings on economic development during the past derision(March 25 and April 29 in Washington and June 11 in Redford- Stuyvesa*t)the Senate Employment, Manpower and Poverty Subcommittee heard a. gooddeal, of testimony from community groups, economists and national organisa-tions on the problems and strategies of alleviating poverty through economicdevelopment in urban ghettos and depressed rural communities. The subeora-mIttee carefully considexed the various approaches that were being tested, in-cluding "black capitalism," "minority entrepieneurship" and the CI)C odel.It was apparent from Loth the background report issued by the subco Hiattand the remarks of Senators Javits and Ted Kennedy (the co-sponsors o thenew Title) when they Introduced the legislation, that if economic deve nt -`projects were to be truly responsive to the problems of low-income and or-ity communities, that the mechanism offering the best opportunity for successIs the community development corporation. Both Senators and the report re-affirmed the vitality and viability of the community economic development con-cept. Careful attention was also given. to' the specific legislative changes thathad to be made In order to strengthen the potential of this program.
During the course of the testimony, Individuals representing diverse commu-nity groups pointed out patterns of discrimination and/or administrative in-,flexibility, which lies at the root of the failure of, other Federal agencies to

offer tile CDC's success to their programs. Those ageneles singled out for criti-cism were: the Farmers Home Administration (FmHA) of the Department of
Agriculturewhich administered the Rural Loan Program (Title III-A of theBOA, 42 U.S.C. 2841-55) the Small Business Administration; the Economic
Development Administration of the Department of Commerce and HUD.

The Community Economic Development Section contains three parts which
attempt'to comprehensively deal with the shortcomings of the, prior legisla-tion. They are:

i'ort A, which focuses more sharply on urban and rural community-based
corporations. It emphasizes the crulcal role played by federally supplied equity
capital and mandates the cooperation of other Federal agencies in the growth Of
community development corporations.

Part B: Part B provides grants to rural cooperatives comprised of a Major-
ity of prior people. Snell grants are essential to help launch rural cooperatives
and thus help low-income farmers to utilize the kinds of resource concentra-
tion that are essential If they are to exist as Independent farmers.

Part C: Part C provides technical assistance and long-term loan funds for
urban and rural areas. It extends the existing187 million title III-A rural loan
revolving fund, which the administration has terminated, and provides for the
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eventual creation of a matching urban development loan fund. In conformity
with other federally supported revolving funds, the interest on loans made by
the fund can be used to defray administrative, technical assistance and super-
visory costs of the fund- rather than being paid to the Treasury. (A measure of
the subcommittee's view of the importance of Title VII is the authorization
recommendation of $60 million for fiscal 1912 and $120 million for fiscal 1973.)

A brief section-by-section analysis offers some further insights into the im-
plications of substantive as well as administrative changes. s.

Section 711 legislatively,tecognizes the community development corporation
as an entity. Section 713(a) (1) recognizes that CDC access to SBA's Small
Business Investment Corporation (SBIC) ; Minority Enterprise Small Business
Investment Corporation (MESBIC) ; and local Development Corporation
(LDC) programs have been hindered. by SBA's refusal to treat OEO grant
funds in the hands of CDC's as the ''private paid-in Capital" necessary for eli-
gibility. This section allows the CDC's to make maximum use of all leverage
devices of programs offered by the SBA, especially the ones mentioned above,
and provides that Title VII funds invested in SBIC's, MESBIC's or.LDC's by
CDC's are to be treated as, "private paid-in capital and paid-in surplus," com-
bined "paid-in capital and paid-in surplus" and "paid-in capital."

In addition, it encourages CDC access to all other SBA programs, including
the various direct an and guarantee programs, the Lease Guarantee Program
and the Section 8 ) subcontracting and procurement programs. In testimony
before the subcom tee, it was pointed out that the SBA has, in a number of
instances, refused either directly or indirectly, to make these programs avail-
able to CDC-initiated enterprises. Thus, in its report the subcommittee stated
forthrightly "that CDC's offer one of the few opportunities to assist businesses
In depressed urban and rural areas where there is the promise both of ade-
quate capitalization, through 'combined utilization of OEO grants anGe SBA

. assistance, and substantial invits of technical assistance at all levels enter-
prise development, feasibility in marketing analyses, management and opera-
tions." Thus, in the committee's view, distinctions drawn by SBA which have
the effect of excluding CDC's or imposing unrealistic obligations on them Are
". °. . unfortunate and reflect a view of free enterprise inconsistent with the
need to devote resources to the problems of poor urban and rural communi-
ties." Accordingly, section 713(a) (2) is intended to result in the issuance of
guidelines that will maximize the availability of SBA programs to CDC's
receiving financial assistance under the Title VII program.

Section 713 (b) strengthens provisions of Title I-D, under which CDC eas
be deemed "redevelopment areas," thus making them eligible for assi nee
from the Economic Development Administration (EDA). In the pasip., the
EDA has insisted upon submission of an "overall economic development n"
(()EDP), the preparation of which is a long and expensive proceSS. Th ub-
committee viewed this as an unnecessary, duplieative impedinient and s fled
that it be dropped. Accordingly, the section speeifles that (11)(1's shall ( lify
for both the facilities grants (Title I) and the loans (Title II) ,available Ida
the J,ublic Works and Economic Development Act of 1905, as =cutlet 'F and
provides that CDC's shall be deemed to fulfill the overall economic de lop-
ment planning requirements of Section XII (b) (10) of that Act. I

Section 713 (c) insures that (`DO's will have access to the progra s ad-
ministered by HUI) that provide support for low and moderate come
housing and low cost land for development as follows: t

Election 100 of the Housing and Urban Development Act of 1908, to ,1 Sure
that ,CI)(1's qualify as nonprofit sponsors and for the technical as nee
and the seed money for planning and preconstruction costs available thu
spinsors of low-income housing;

Sections 221, 23p and 236 of the National Housing Act of 1969, to insure
that CDC's qualify for Federal nubsidies to asnist nonprofit sponsors of low
and moderate income mortgage and rental housing programs;

Title I of the Housing Act of 1919, the ,Urban Renewal prograin, to nsure
that CDC's qualify to acquire low mist urban renewal land to do 'opt ;,,
and

Section 701 (It) (b) Housing At of 10;11, to insure that 1)(1's will be
considered as subcontractors by. public agencien for demoristiation programs
in small urban area comprelfenliive planning.
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Section 731 also provides for urban and rural development loan funds: Ineffect, Subsection (c) (2) reinstitutes the current Title III-A loan programwhleh has had nearly $87 million in assets and had been terminated by theAdministration.. The committee found that this loan program would be aninvaluable resource for the development of rural areas and should be con-
. tinued. Most testimonies elicited during the hearings indicated that theFarmers Home Administration which administered this program heretofore
under a delegation of authority from OEO had simply done a terrible job andin point of fact several witnesses stated flatly that PraHA did not view low-income farmers or low income farm cooperativeS as a suitable client con-. stituency. Therefore the new legislation calls for a more effective 'rural
eeonomic development program administered by 0E0 which will proVide grants,
loans and adequate technical assistance to both small farmers and ruralcooperatives.

The rural fund would start with a minimum of $27 million and the urban
fund will be initiated when motto than $60 million iS appropriated fol. Title VII.
The section also provides for a much more ambitious technical assistance andtraining program as well as for experimental research and developmentprograms."

In summary, it should be said that the new legislation goes a long way toward
plugging many of the administrative loopholes that existed under the old
I-I) legislatiori. In doing so, iQ resolves certain problems that have consistently
impeded the capacity and'groWth of the 'CDC's..Some of these issues that I ha
mentioned above, such as the recapturing of the Rural Loan Program e
opening of access to suppleinentary programs offered by Other agencies, n the
acceptance of government funds as "paid-in capital" for WC's, MESBIC and
SBIC's will go a long way toward strengthening the delivery system of CDC's.

Additional issues that are resolved are : that the director of OEO cannot Vele-
gate any programs to other agencies ; the, assets of CDO's are the property

.of CDC's ; and that the director has the authority to waive 10% non-federal
share without the necessity for promulgating regulatimiS. These too will be
useful. _

In conclusion, it should be pointed out that, there are some basic' problems
with this legislation. The first and foremost is that it was vetoed by the
President on December 9, 1971. Although he focused his attack oethe Child
Development Amendmedt, the President also emphasized his strong opposition
to "eategorical programs" which includes the Community Economic Develop -
nent Title. There are very strongindications that both the House and.:Senate
Committees will reintroduce a new bill, with Title VII included, in January.
It deserves your full support and should be passed. Another example is
money ! The Conference Committee will have the opportunity to specify an
authorization figure and it IS obvious that the suecess several of the above-
mentioned programs are going to require increased' authorization. (For
example. in order for OEO to assume the administration of the new rural
development it must establish a totally new delivery system which will be
costly.)

Appendix II

PROPOSAL FOR AN AGRICULTURAL SERVICE Cones ( "ABC ")

I. WHO WOULD DE SERVED?

Agricultural marketing and supply cooperatives comprised in major part of
low and lower middle income farmers.

II. WIIY 18 IT NECESSARY?

The Extension Service operation has largely functioned as a vassal of
the corporate .(agri-business) farming interests. It has done little or nothing
for the small farmers. The Extension Service-corporate farm relationship
in no,P7 ED institutionalized and intractable that it is althost impossible to
make it responsive to small farmers. The game could be said for the DofA.
and the Farmers Home Administration.
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PURPOSE

1. To provide high quality expertise to such co-ops in respect of planting,
cultivating, harvesting, processing, marketing, accounting, etc.

2. To begin to close the technological gap between the corporate farming
operation, and small farmer co-ops.

3. To establish an educational and research center to deal with problems
facing small farmer co-ops. Special problems would be, investigated; i.e.,
which crops are suitable for such operation (e.g., 4trawberiies) ; and special
processing, marketing, and management problems, etc. (It is not inconceivable 1

to deal with other related problems such as rural hous43, health, manpower
training, education and 1cOnsumerism.)

WEIAT IS THE MODEL FOR THE CORPS?

The Reginald Heber Smith Fellowship Program. (This program is different
from VISTA in that AS(' will pay a "real" wage [e.g., 10,000/yr. for new
graduates)) .

V. WHO WILL PARTICIPATE?

Qualified and motivated graduates from the agricultural schools of uni-
'versities.

VI. UNDER WHICH AGENCY?

01.0., which has been the most responsive to the needs of the rural poor.
Or contract with a university (like the Reggie Program contracts with
Howard).

Senator STEvoNsoN. You have been something less than enthusi-
astic about civil servants and the President's governmental policies.

I might say title VII has been reintroduced as part. of a new OE()
extension bin. I3eyond title/VI', what kind of polictes would you be
enthusiastic about? Could you just tell us, concisely, about. your
strategies for rural America?

Mr. BLAtTTEIN. If I may first answer one queStion Senator Taft
raised earlier with regard to' the Bank of America loans to low-
income or minority individuals. The bank does not-have to be afraid
of stockholder suits because 70 percent of their loans are guaranteed
by the Small Business Administration and the other 30 percent are
guaranteed by the

Senator TAPr. Let's linAce that again?
Mr. BLAITSTEIN. Seventy percent of the loans are guaranteed by

the Small fiusinev Administration.
Senator TAFT. Total authorization of the Small BUsinessistration
Mr. BLAUSTEIN. Sir, 70 percent of the low-income, minority loans

made by the I3ank of* America are guaranteed--:-
Senator Tarr. How do you "arrive at the classification? I have no

ax to grind one way or the oth
,Mr. lizAtsrum. That is the a erage at this SBA office and one

need only cheek the local SBA offic ...'eventy 'percent are guaranteed,
and the other 30 percent of their loans

Senator Tnrr. How many are they making?
Mr. &A-USTI:IN. They are not making very many. But the other

30, percent is guaranteed by the California State Job Development
(lb so they are not taking one penny's risks with regard to loans
to low-income or minority borrowers.
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Senator TArr..That wasn't the question that was raised as I recall,
but it is interesting to hear.

Mr. BLAITSTEIN. I am sorry, sir.
To get back to Senator Stevenson's question regarding civil serv-ants and the President's governmental policies. What I have related to

you is not only my own interpretation but the responses which I hear
every day from community leaders, attorneys, and business experts
who are working with low-income groups.

With regard to the other part of Senator Stevenson's question, Ithink that it is a long and difficult row to hoe. I believe title VII
represents a very important step forward in many ways. in the
title there is a legislative mandate to coordinate rural loans; as a
Matter of fact, it transfers the administration of the old title III
rural loan program that the Farmers Home Administration inade-
quately dealt with and returns it to a special loan fund. assumedl
to be run by 0E0. It also prOvides for technical assistance funds
for rural low-income co-ops. There is very little technical assistance
available presently. It additionally provides for a research and
strategy center. It represents an opportunity to reverse past pri-
orities.

It was asked, What are the universities doing? Very little is being
done at most universities to help the minority farmer or the small

. co-op, especially in the South.. Most of the research that is govern-
ment subsidized is for the institutional, large agribusiness. In the
new title VII it specifically authorizes the establishment of an eco-
nomic development strategy center for the rural poor of America
which will examine new strategies for low-income and small co -ops.In a sense, I would say that right now the most vital, single
legislative initiative that can be taken is passage of ,Otle VII. It
will go a long way to eliminate many of the difficulties that I have
pointed out.

Senator STEVENSON. Senator Taft.
Senator TArr. I don't think I have any further questions of Mr.

131austein.
I apologize for not being here during your entire testimony, but I

will read it, and I apologize also, along with the chairman, for the
fact that we didn't have more timeto consider, your statements here.

I am sorry your health has been poor and I-wish you an early
recovery. and I 'ivonde,r,. when you will venture, into the political
scene yourself?

Mr. BiAtTsmil. tend Yo doubt that it will happen in the near
future. I suspect that I will continue to work on behalf of the com-
munity development corporations- and for low-income rural co-ops.

Thank you very much.
Senator STEVENSON. Thank you very much, Mr. Pla.ustein. The

next witness is Afr. Peter I3arnes, west: coast editor of The New
Republic.

Mr. I3LAUSTEIN. Thanli\IT very much.
(The prepared statement of Arthur I3laustein follows:)
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Testimony of Arthur Elauttein
-Or

before the Senate Subcommittee. on Migratory Labor

'Tomer, 13, 1972

Hr. Chairman, in my testimony today I would like to Address my remarks

to,four general problem are that effect the rural poor., and, in 'particular,

the migrant laborer and his family.' Others-have offered testimony on more

specific lesues such as concentration of land ownership, water use or

population distribution.

The subject areas :that I want to cover are much broader'and,complex;

and therefore do not lend themselves to simple explanation or description- -

to the use of charts, curves and figures-rnor to easy solutions. They have

to do with attitudes, structures, assumptions and theories.

The first has to do with the inter-relationship between4ionomic and

political power and more important how this power is wielded to influence,

control and subjugate low-income and minority groups. The-problem is

manifest, economic development and jobs are an importel*Otrt of the

equation but political influence is, above all, critical, to the'solutiod.

Too often these issues are analyzed separately but; in:the real world, they

are very much interdependent. The gut of this critical issue is the aspect

ofcommunity control; of individuals 2amwzium in decisions that affect

their own lives.

Existing policies are next to useless. Worse than:that, in many

cases the programs that are offered either waste our human resources or

despoil our natural resources. They certainly do not contain the dimension

that allows for social or economic change for mral low-income families.

2 8;i



1905

-2-

The "welfare/mobility" strategy is working. The so-called "growth center"

strategy is simply one of "borrowing from Peter instead of Paul." It makes

very little sense in practical terms. The President has decided to dg,013'

the Title III-A loan program rugby FmM--which totally disregarded the

intent of Congressional legislation. Local politicians and bureaucrats

are owned by large agricultural conglomerates. We have nowhere to gobut

up; unless-the bottom falls out totally..

At the beginning I want to make it clear that I strongly believe

that a coherent policy of economic development is the most sensible and

viable strategy for alleviating poverty in rural America. I suggest that

the best way to achieve this goal is to offer an opportunityto poor rural

people to own and run their own farms and to establish and own cooperativeb--

thereby enabling them to earn a decent living for themselves rather than be

forced to choose between migration to the urban slums and a life of welfare

and/or (colonial) dependency. I do not feel that it is an understatement

to say that the present pyramid of corporate subsidies, government, quasi-

regulation, bureaucratic insedsitivity and legislative indifference is

designed to keep people in human bondage. The circumstances and conditions

which I have described, whether by deliberate plan or not, have been

imposed on rural American in a piecemeal fashion with practically no thought

to overall policy nor to the plight of human beings or to the environment.

Furthermore, although I have only read it briefly, the new Act proposed by

Senator Humphrey and others will not resolve the aforementioned problems:

it will perpetuate the faults of an inadequate system--that is, except for

corporations.
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With regard to ,political implications, let me quote, t& you the

following example:,

Coca Cola's treatment of migraneworkekPresents a perfect leison.

In 1960 Coca COle bought Minute Miii.orange juice and beqaMe.00e Of the

largest empioyers.of migrant workers to:Florida. At the'time.of the

purchase in 1960, Coca Cola executiVesjmust-sUrely have known of the:ex-

ploitation of to migrant worker in thealnute Maid operationvthe labor,

situation is a crucial componentof any feasibility study preliminary to -,-

purchase of a major corporation. For 10 years Coca Cola topk no action
o

. o

tO reform its policies towards the"migrants. No0 it is beginning to

implement some reforms, but only sfterthe activities of CesarChaaz dam

to the attention of, pief sidenc of Coos Cola, Only aftek a television
. '.

.documentary and'congtessiOnal hearings eMbenursedthe cokporatidn. In short,

only after Coca Cola's actions were treated as the political acts of7a

firm not eihcfly figtting for competitive survival.l.

r;
The second area that I will addresd my remarks to is bureaucratic

indifference. Thirdly, I will attempt to evaluate the impact of existing

fedval programs by citing the examples of policies ofthose agencies ,which

are specifically responsible for economic development. Finally, 114111

attempt to offer Un,analysis of the "trickle-down" theory and suggest

. .

specific legislative recommendations-for alternate means andlnechanisAfor

delivering services, resources and subsidies to poor, rural communities and

individuals.

The problems that I mentioned cannot lie ou}lined separately: Hope-
.

fully: my remarks will weave the foilr'issues into some sort of harmonious theme.

K_,'"
1Philip W. Moore, "What's Good.for the Country is -Good for G.M.," page 17.
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Most cdunty,,itst* end federal agencies! are liks the'EMPire4State

'Building .withemt elswatore. Somewhere up on top is the administratiVe

apparatus, the public is the basementvand in between is a vast air

*pace gccupied by the bureaucrat. The consequence of this three-tieted

0

. I 0

arrangement is that. the Unaffiliated citizen lives in nearly total bewilder,.

lent about his government and on the& side, the administrative officials

-work in general ignorance of what their own bureaucracies are doing to the

citizen. A different.style of frustration lies in wait for the citizen who

thinks he can accomplish sometbing bY interrogatig public Officials at

public meetings. An individual who tang/es with head of a bureaucracy
-

A*
will find, imself fighting out of his class; any commissioner will tell

the citizen that the,citizen is "not in-possessidd of All the feats." The

common thread that stitches all the.officitl responses together is their

irrelevance"to the questioni. Such confrontations give the bystander 'the..

feeling of traveling through one of those amusement-park concessions where

iron bare turn out to be rubber and where mirrors make a man seem seven

_feet till_or seven-inches-abort.: The uitifen"might try to barge into the

bureaucratic establiehment and demand an audience,'but that is tantamount

to wandering through a pitch-black cave, full oS hollow,voices telling

the citizen he has the wrong department. It's a page.out of Plato's

"Myth of the Caves."'

a

lAn interview with Joseph P. lyford, "The Esteblishient and All
u That," The Center Magazine, September, 1968.

a



Seventy years.ago when government was really corrupt, public employ-

-
mentyaa divided *164 a:2'tb 1 ratio. For every 100 real persons- who,put

in a daY's work, there were 50 ghosts who were carried on the payroll. In

-1`
snow; sleet, slide, hurricane, famine, fire, riot or grand jury inVestiga-,

f

tion4 thi real ones had to ehowup. One'journalist recently recalled the

plight bf one city that was racing an annual crisis. It could have been any

m
. ,

of the above but in this case it happened to be a transportation problem

(it happens once every two years 'like clockwosk),

.0
The mayor made the tactical blunder of issuing an appeal to every

Wic servant, asking,them to stay home unless they felt their job was

essential to the public good. It was reported that between 80 and 90 per
I "

cent stayed home. Assuredly, its note safe.choiceto Offer po local

civil servants. The conclusion being that since, the post - reform days of

"bossism," and "county courthouse" rulethe merit system has eleyilted-

the mo-show'proport ion.(33 per cent) substantially.
. .

This having been said, we can now proceed to,the more serious

bukness.of analyzing the policies and efforts (administrative and bureau-

.cratic).of those federal agencies which are responsible for piroviding

.giants and guidelings, programs and priorities. fbr Ioincome and minority

groups in rural areas, ih the areas Of:, manpower training;

employment; and economic and business development.



1909

-6-

J.

Economic Derelaptent-Administration

. The EConomic Development Administration (EDA), as you *pow, it an
4

agency'of the U.S. Department of
Commerce, -- established in 4965 to encourage

economic dpvelopment in ceriaid"laggiWCoalmunities"
throughout the country.

4
In order to attract private industry to. locate 'in these comamitiefisIgh

I.

has various programs designed to "sweeten the. pot" for private -investment.

IL -
In its effort to stimulate industrial growth in areas high,

unemployment or low faMily,ineOmes,,tfle agenty has created 1peal'corpera-' 1.
Lt. 3.

tions'for the dispersal and.managemknt of funds.'

,

- Among. other inducements, EDA can offer publiffworki gra4sand loans,

*direct business loans,'. and can give4technicallissistance grants. They have.

tended to conctntrate,in smail toy,* and 'rural areas as.meli as making

eubstantialbusiness-14ns,- (the fiscal!1969 Average loan beik$1,604,000).'fiscal'

Moat usually, they bah -referred smaller borrowers to Oia'SBNAnd private

sources. EDA has'als given support to other government agensies and

-has generally participated in projects when supplementary fundingis

.Available from other federal agencies.

Although EDA his concentrated-upon rural aresi'they1avelabra

recently been involved in estap
ilithing several major urban.projects, nclud-.

ing ones in Los Angeles (Watts) and.
Oakland, California; in the "stockyards"

s;

of. Chicago; and in Brooklyn, New York at the old. Navy yard. X refer to

, turban areas because that is Where:pump-priming
and - trickle down hai been

r

considered moat successful. -If you plan to create an economic model for.

rural American, doei it not make sense to examine the track record of th4k
.

.

model you+ are claiming success tor?'

After the Watts Riots in 1966; industry wis reluctant to move to
A,'

the area. EDA underwrote a technical assistance study to ditermin

U-133 P1.3c 0 - 12, .;it

202
5.
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thencoeomIc feasibility of deVelopMent,'and conclUded that the area

could, under normal ciraumstancei, be 4%neturalceliter for ladustrist

development. Wates.waswell-served,by utilities and transportation,

and.has,a large, supply of under-utilized industrial and commercial land.

Watti also fies:e.utronkindustriaf market, and m'large labor pool_

available for diverse industrial job .

4DA proposedthlit a Local-Development Corporation be created

With e;gablishnentbesiness and-finincial leaders from the Los Angeles

area, both black ana,white to administer thedevellrent. EDAitipd-
*

lated that the LDQ be independent of any local community, groups, and '

t!tat nom4unitylparticipatien be kept to a minimum. The agency

rationalization was that busincis acdsen was more isPortant to commu-

nity development than *as "relating to the community. "` Various
. .

%
't

community groups felt.dtherwise and iuggestee that the whole project

was anothbr shuck; i.e. to help major corporations and imprdve the

status of a handful of negroes who "were on the make". Pion itslinception.

1

most community groups felt left out in the cold.

Thus, Watts Economic Resources Corporation (ERG) was formed in
I

Tune, 1968, with nine trustees, and was empowered to buyAind sell

land, achinery, buildings and equipment; to.barrow money; end to.guarantee

third-party loant. EDA arranged-for an 0E0 grant of $3.8 Million to the

project, which EDA matched, for programs subject to EDA tpirovil..

Watts' ERC has since created a 45 acre Watts Industrial Park, with

6 VA. approval. Lockheed Aircraft 4ecd to be the'fiist major tenant,

and promised...to provide jobs and graining for the unemOldyed. It is

generally agreed thatthe project was not a:success. Lockheed/seems

to have a poor track iecord:for delivering on promises. . TO most qualified

experts the project has been an unjualified failure.
a

The City of Oakland was designeted as an EDA target area in 1965

4,ecause-of persistfult unemployment. EDA sponsored an inter-agency

69

)
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'kaiak force" in OaklandWith the participation of Small Business '

%%Administration, Departments of Housing and Urban DaVelopmene, Health,

Libor, and 0EO-7-charged-with tht responsibility of developing a coordinated.,

federal and local strategy to help poor peoples Since Oakland's problems

were so critical, EDA established a program to reverse the unemployment

trend in 4 areas within the city, ptfore the "task force" had completed

its strategy. In addition, EDA committed funds for.ptiblieworks'loatis

and grants, business loans and technical assistance ; including -a 13 million

grant to, World Airways, which

The Oakland project can

Murray Kempton in an article

He said:

promised to train,flJnority

best be suiped up in the words cif journalist

"Land of DreamtOakland, California".

The salvationta Oaklend,,like so many great undertakingi in
America, is rather going to be done.

Its disaster is the one common to cities: In the lest,10 year
its overall popolation has declined 5 per cent, and its Negro popd-
lotion has increase:03 per-cent. It is c city of considerable
amenity. .Only 15 per cent of its housing units aresdbstandard.

Oakland is also a tight union town, and the Labor Dept.. estimates
that one-thiri 'of Its labot force it unable to earn a decent-living.

Itris ridiculous td, uarrel over whose fault this is, although
the city and the special federal team which has been sent An to
repair the damage seem to have spent a good deal of time quarreling 4about almost nothing
.

,AOakland strives its reclamation pretty much ad Americans .
always do- ly buildifig edifices for the wonderment of non-residents.
Its port commission has a. higher budget than the entire eity.govern-

:' sent. The 30:per cent of the 4hite.population which has moved out in
the lest 10 years kept its

construction union cards in Oakland, of
course; the feddbl goverfiment has a rule of thumb that 58 per cent of
the wages paid on itsOaklatIO construction

projects go to petiole wholive outside of Oakland. '

Thteity is, of,course; concerned about its poor and!not just because
nowadays it isn't easy too.get federal

money without attaching a rider
certifying ant somewhere in the plans there's a little grease for
the, hard core.

The goverment will'shortly grant $11,000,000 to World Airways toespaNdthe local Airport. The President of WorldAirways vas listedrecently as in the noo,nopooD class, which would suggest that he
might bo able' tolfind $13,000,:00

around the money market somewhere; bht.
the government came rushing, toohis relief because he premised that
hls new facility would train and hire Oakland Negroei.1 4

1:A,

rray Kemprdn,"'lLavdor Dreams:;" t;,,!, York Post-lily 14, 1967.
*
The actval sum was $10,650,000 (60% in grant monies ancL40% in loans
at an interest rate of 33/4% Over 40 years)::-,

tz.
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tugene Foley, than Director of WA, sibmingly satisfied with the

-7

a

agencvis effdit, said, after the commitment: in Oakland:

We nted'bold and imaginative action in,each ghetto and we Offer

inducements to obtain it. If we can devise schemes for a legitimate
profit to be made in the gfiette then we vi1,1 see the vast economic
and talent resources'of Ameridan business hegin to apply thedsorves

to the solution-of urban problems.'
4

0

One source in Oakland, raisder of Ncommunity group, Indicated that

at last count 14 individuals- -hard -core blacks - -had been trained. Now, .

private industry really'ought to"be able .to"dc better Thin nearly a million

dollars-per block triinee. The pumrpriminginducements that Foley felt

were Wronducive to -bold and imaginative action's were, to say the least,

generot4; the trickle-down aspect so embarassing that any federal offittio,

economist, manpower expert, privete industry spokesman should be totally

- ashamed to even refer to the theory. ,

Po Brooklyn Navy yard hai been a failure in terms of mempower

training; employment and business standardi. c.

.
Another, rather famous EDA ptidect vas its funding of Walt Disney's

Mineral King project. Another "hard-core" company, Disney's Asses

were lilted es $267.6 million as of October, 1970.2

1

0

"Eugene P. Foley, h±1djkitTChetto (Washington, D.C.: The National

itess,,Inc., 1968). r

2JerrY Carroll, Big Mic key Mouse Law cite, San Francisco Chronicle

(Jan. 8, 1972), p. 4.

a
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This project-7a ski resort--was billed as a means to help the rural poor wg
e

by stieulatingiconpaic activity and jpbs.

The Mineral King project'ls not only a, t1pical gesturt'ofElh'e -
r

coziness in subsidizing big. bulkiness oiollticitl friends of the:admin-

istrationbut it is a aymbol.of the federal bureaucracy's indif erence to
5

America's environment and ecology. Walt Disney Production)! h been

granted permission from the U.S. Forest Service to despoil an untouched
4,

part,of the Sierra Valdez, sarrounded,,on thteexsides by the SeqUoia

National Park. The distinct financial advantage was that the resorlOs

location vas approximately halfway,;between Los Angeles and San Francisco.

At the center of controversy over Disney Production's attempt to rape

the Mineral King area, one of the most beautiful in the Welt was:, the

right of theoPorest Service to licetSe thong kinds of projects without

holding Kiring&;_the propriety of the government to lease large,
tit

tracts of national forest land to pr4vate profit - making resort speculators}

and the decision to put a highway across a national parkto give subsidized

access to a corporate speculator.
The Sierra Club has challenged the Mineral

King plan and it is expected thatthe final decision will be side by the

Supreme Court in early 1972. The groundwork for federal participation

through EDA was laid back in 1966 and 1967.

Originally, Interior Sicretary Udall wls opposed to the plan which

would run the road across Sequoia National ?ark. One artialitaited the

fact that:
4

California's highway engineer J. C. Womack said the Mineral King
road could be built only "at theexpense of other critical (road-
building) projects." Ile added that the use of funds set aside for
ocher road-building prOjeets would be ". . . very disruptive to pre0
vibunly approved planning and scheduling. of projects in the Southern
Counties" of California..

Deter Rapoport, "Disney's War Agalest the Wilderness," Itsmfiartn.
Noveniev, 1971.

'296
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The dal that was reportedly arranged Between Governor Ronald Reagan

(ft was reputed that Disney had contributed blindly to his '66 gubernatorial

campaign) and the feds was that the Demberatic administration issue a

permit and funds to allow for construction of the road while Reagan would

assure that the feds would receive the neeeseary acreage to establish the

Redwood National'Park.1 The permit was finally' issued in 1967 and EDA

came across with 3 million/bucks for the California,iiiihway Commission on

the grounds that the Mineral Ring "winter wonderland"' resort was essential

to ihe,state'lLeconoey--and *wind Ultimately help poor folk. iron ski

'slopeto trickle-down, the poor and-unimployed of California were snowed-

.

vnder once iike4n.

IRapaport, nn.

01

ti
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Office of Economic Opportunity

The Par on Poverty was officially launched by the creation of tge

Office of Economic Opportunity (0E0)- which. was the major handiWork of the

' 1964 Economic Opportunity Act.

In its effort to-alleviate the poverty of millions of Americans--

urban and rural -- black; white, Mexican-American, Puerto Rican and Indian--

ORO was given program responsibility in wide variety of areas which included:

Nanpower, housing, health, legal aid, education, etc.

ich provided services, assistance and other activities
to give remise of progress toward elimination of poverty or a esume-or
causes Of averty through developing employment opportunities, impro-
ving human performance, motivation, ani.productivity, or bettering the
conditions under which people live, learn, and work; . . .1

Some of its better -known programs were Vista, Headstart, legal

Services, Upward bound, the Job Corps, the Neighborhood Youth Corps, and

Poster Grandparents, among others. But at the gut of the entire anti-

.
poverty effort was the Community Action Program which was designed to give

low-income. Americans an opportunity to identify, design, plan and initiate

-their own priorities and emphases in over 1;000, communities across the

nation.

. . . which developed, continued,ind administered with the maximum
feasible participation of residents of the areas and members of the
groupG Served; . . .2

Toward this end 0EO-funded Community Action Agencies (CAA's) were designated

as local-initiative programs. They were given demonstration grafts and

. "required" to maintain a measure of community control in their plannAg.

'Section 202A, Title II, Economic Opportunity Act of 1964.

:lpid.

298 .
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which is conducted, adminispered, or coordinated ip a public or

private non-profit agency, .

4
In succeeding amendments to the Act, the Congress cut the heart out of

community action and all but eliminated local initiative. In addition by

4
acts of Congress and decisions by tIlle White House some of 0E0fs most

efpctiveiirograms.were "spun-off"'or transferred administratively to old-

line agencies (such as HEW, EIA; SEA, HUD and tabor) and state and local

agencies,where it was *sensed that their effectiveness would be severely

diminished. Such was the fate,of Head Starr, Neighborhood' leuth Carps and

the Job Corps among others. _While the political base and programmatic

effectiveness of 020 was being reduced, however, the 1966 and 1967 amendments

to the Economic Opportunity Act upgraded OEO's role in Opt area of economic

development. It gave the agency authority to establish,"Speciel Impact"

programs in se5Ctedelow-income communities.

3Economic Opportunity Act, op. cit.

299
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The Title I-D amendment to the Economic Opportunity Act (co-sponsored

by the late Robert F. Kennedy and Jacob K. Javits) of 1967 stated forthrightly

that communities have the right to pontrol and to direct the improvement of

a whole varietylbf business andasocial opportunities. The community -owned

corporation was the key to the whole concept. .As Robert Kennedy said in

December 1966:

"The measure of the success of this yr, any' program will
a .

be the extent to which Whelps the ghetto to become a community- -r

a functioning unit, its people acting together on matters of

mutuel'Concern, with the Power and the resources to affect the

conditions of their own lives. Therefore, the heart of the

program, I believe, should be the creation of community development
1-a

corporations (CDO's) which, ouId carry out the work of construction,

the hiring and training of workers, the provieion of service,

the encouragement of associatea etterprises---Theleommunity

nr
development corporations...would find-a fruitful partnership

with Amcricadindustry...A...critical element in the structure,

financial and otherwise, otthese:corperationa should be the

full and dominant participation by the residenti of the community

concerned...through CDC's, residents of the ghettos could at

once contribute to the betterment of their immediate conditions,

and build a base for full pitrticipation in the economy- -in

the ownership and the savings and the seIf-sufficiency which the

more fortunate Wour Nation already take for granted."

In brief, the CDC cAncept embraces the central principle that a hub

Corporationessually non-profit, is organized by community (i.e., poor

ior minnAity) representatives to dequire outside resources such as venture .

capital, short and lonG tern loans,-andttechnieal assistance, etc., in

/



1

order to 4evelop the evonomic, human and _phks.ical resources of the

'4 I
Ponautti ty The hub cbrporation then, either itivests in or makes loan.s',

. . .. .

to i','..var$etys of subsidiary for - profit corpitations or-cpoperatimes7-

-"* each one ac ruing toncretf benefits for the p community-- through
,

flocible penclis of7financ3al support which are geared to.the,speeific :

% .

needs of the particular enterpkse. Usually the CDC, retains virtually

complete control, of the subsidiary corporation throughout thp start-ui

period; many'; however, 'plan, to make Stock in4ubsidiary corporations'

available at very low cost to employees-and residents of the 'communities

in

4 .

Whdal they operate, and a number intend that majority control

eventUAly be in the hands of the workers 'and residents. Although there.

s,', -
are vtiriationS among the different programs (no two CDC's, are exactly '

_ 4

no twolcommunicies are alike) and each project reflects specific

local needs,, the organizationik structures are iisically: similar in design

and scope. 7

In 1967, the $25 million obligated to the Special 'impact Program

was administered through the Department of labor. In. fiscal year 1968,

$20 million was obligated with the money. being divided between four agendies--

MO, 2 million; Labor; 114. million; Agriculture, 2.7 million and EDA,:.

3.8`million. In ip 6 9 , again 20 million was made available with 11.4

ioing- to OEO and 8.6 -to Labor. In 1970, 36 million went to 0E0. The

reasons for finally placing control of the program fit OEO are many btei

two set-in to 6e overriding: In January of 1969- the Westinghouse.Learning

Corporhtion delivered its first evaluation report covering the fiscal

year 196& projects. , The report pointed out that there were Many ppera-

tional problemi with the Department of Libor projects. It also conclu4ed

that :the Agriculture anclCommeree;prOjects involved only limited economic,

)44evelopmrat and d!d not meet the pricipal requirement of the Adt: the

I

dra



. establdshrlent of.progYams directed toward the developilent of entrepreneurial
.4. .

and managerial skills and the participation of the targettopulation IA
.

.:-..

ownership of business' ventures.. Only the-Rough Project (Cleveland) was
.

.found to be'ddressing itself to the comprehensiVe nature of he intent
.of title 1-b, Partly On:the basis of thatreport and partly b cause-of ',.

the growing iute'rest'in the idea reflected in the OEO model, the decision..

was made by the Bureau of theBudget to.have0E0 administer
the entire

. _ .

I7D:prograwin fiscal year 1970.. .In that year OEO refunded nine-eilsting

pc's and funded for the first time 23*w Spetial Impact grantees. By

of.1971 OEO had funded with 'operational boniep (venture capital)
A t

/ leurban and 19 rural CDC's;'an additional five CDC'A received, planning(4 . ,

funds. 4

A CDC is essentially a cooperative, set,op'in-a neighborhood to run

economic and social service programs fdr the community: Its*main activity

at the moment is operating-business-or prfit-making ventures fOr thr

community. Some have set up. factories or shoOping centets. ithers
0

run maintenance services, cattle feeder lots, fish co-ops, catfish

farm, wood-work and toy co-ops,.strawberry produCer'Co-cps or stores.
-.r

Other community development,CoTporations opeiaie local services, as

'Well as perform municipal services under contract from local government:

The community development corpotttion can be-set up by civic groups and.

churches, by a Model Cities Board or.poverty'program Community Action

Agency, or by any group sf individual residents of that community. It

,really merits the title of
comMunity'developmeot,corporation,.however;. .

,

if any community member may:join.-

In:prinicple, this inClusiveness distinguishes the community develop -

Mont corporation from ordinary priVutg busiuesses, such as those mentioned

in prograts for Minority business enterprise, .as well.ts from branches

3 2
4
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of large corporations in poor neighborhoods. these ordinary private

busincsies, a limited-groupofindividS41,ownera or partners or share-
.

holders run theecorporatioa, and receivi.ths profits. for their own

private use. In a community development 'corporation, the profits accrue

' to the.Chmmunity, and the community decides what to do with them. 1,

Community development, corporations, thus, are a possible form of

Orgailizatioa for-a-corMlunity that has economic, social, or political

aeedi, and is interested inworkinOut new ways for sits,memberiio,

cooperate with each other in.seeting them.

Initially, most of the CDC's that had been started were in economically-7:

lepressed black and Chicano urban. neighborhoods, bSt More recently CDC's

lave been established ii,tural Indian, Chicano,!and white communities as
4

gal as urban Chicanoiand low income white neighborhoods.)

Small Business Administration.

Since its inception,
the .SBA- -known in

minority communities as

STOP BLACK
ADVANCEMENT--had a reputation

for being a bureaucracy that

was-generalbonresponsive4 if not,specifically
hOstile to'the needs__

A)4 minority individuals and groups. SBA officials by,
and large .had a

small town white merchants' v,poiat which definitely did:aot include

providing any kind of competitive advantaget0
Blacks and Mexican-Americans.'

3:i3
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There are several SBA programs which, though. tremelyuaeful, hadt

been almost exclusively directed toward assisting itite busiassmen.

Information and access had been systematically d= ed to minority entre-

preneurs. For example, the SEA was authorized o loan up to $350,000 for

up. to 15 years at 5 -5/8% maximum f4etest, fo c nAtriction expansion

nil'or modification of.small business facilities. In additio . SEA was

recalcitrant in offering-participation to minority business ventures
. ._.

searanteeinebank loans or applicants 'w could not-Miet commercial

° collateral requirements: ,:The SBA had ,the power to guarantee up,
,

$350;000 or 90% of a commercial loan, whicheVerAis'less,
and .c0u14 also

directly participate' with" up' to $150,000. Gererally, applicants would ao

IlY

directly, Xo the SBA, which then would pass the information on to a.
. .

commercial bank for apprpval and loan at a locally allowable interest rate.*

Two other SBA Pbrick and mortar" capital programs could also have been

of value to small minority entrepreneuril. Thuy were the Economic Development

Loans (EDLs) and the Small Business
Investment Corporation Loans (SBIC) pro-

grams. Again information had been withheld from minority businessmen.- '

Economic DevelOpment Loans are indirect loans, intended to help

small firms acquire and build new facilities or to expand or modernize.

This was accomplished through State Development companies or through,

local.Developmeet companies (tDGs), which then disperse funds to small /

businesses.

I

*One example of the kinds of bureaucratic gale-playing that occurred involved
a minority contractor, an SBA rer,lonal office and one of the country'slargest
banks.. The processing. of th4 black contractnrs'application was held dp for
nix wicks while the SEA office and the bank's loantlepartment.exchengod
1Ve letders in o jurislictional disputeaswto who should type the form.

ri
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. . ,

State,development companies may be finanded up to the amount of

other outstanding notes, for up to 2S years at 5-1/2 interesti The

state companies may then loan money for equity capital or for long-term

e
o .dttlinancing to small arks.

-ss

LDCs could be profit or non-profit and could receive almost

unlimited loans. These funds would then be dis ersed to establish

industrial parks, condutt urban renewal, or to dive aid t, small

businesses. LDCSas a- legal entity- -must be formed by at least 23

citizens, and are thus subject to some degree of community control.

silic.; are profit- Biking associations, which maybe licensed by the

SBA to supply funds to small businesses. SBICs may make available

,
St, . .

loans for venture capital, long-term financing, or management assistance.,
. -.

No community representation is required on4SBICa.

In general, private financing must supplement government funding

of SB1Cs in a ratio of 3/2. The SBA could loan up to $2-1/2 million to
z .

an SBIC, and the initial private investment would run frog $150,000 to'-

\1 million, depending upon the area. 'These requirements obviously limit

the value of this program to minority entrepreneurs, who era unlikely

to have large private sources of capita/, and Vlo were not permitted to

. .

use funds from other federal agencies as "paid in capital.

To those who can qualify, a major advantage of the-program is its

liberal terms. There 1s a minimum financing period of 5 years, but

there is no maximum term. Additional borrowing power ii available, up

, to $10 million, for SBICsmith sufficient capital. There arc currently

(in late '68) around-400 SBICS in the U.S., with private investments of

over $300 million.

S.B.A. was needesigned to serve ft the rural poor;
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lb efforts of the Bureau of Indian Affair' have,on the whole;

been nsistently bad. The attitude of the agency! buteaucrats

'User 3,1Y is that of protecting the stockade rather, than of acting as

advo ales on behalf of(the IndAnntibes they are paid to serve. More

ape ifically,Athe 'practice ef giving licenses lo "white traders" on the

re ervation is comparable to tie company store in a corpor*tion town in

, t e 188Q's. The traders, for the most part, are allowed to markup their

ods at considerable profit. In addition, on,miny reservations they

the only gas as station, have the only telephone and in certain instances,.

run'the post Office. If there is-a dispute over monies -owed to.the store,

some traders have been known to open envelopes containing federal checks

to'individual Indians. The circumstances and eonditions'arvaiuch like,.

If not worse than yin human bondage.

Furthermore, elle.BIA.and the. Fermiers Rome Administration (FmUA) ha,,e

systematically discouraged and'prevented Indian .groups from establishing

theirsown co-opts, nn the reservation, to compete with the white trader.

With regard to rural economic development prOgrams sponsoredby
. ,

thefederal government,- low-income and minority group' hive fared much

worse than their urban brethren. Most federal effoiss are clearly

stacked in favor of the wealthy farmer or the corporate "agri.businesi."

The concentration of wealth in the hands of a small number of 'rich'

farmers and corporation', as well as vertical conglomerates, is the'

Department of Agriculture (DofA) Pofficial poliCy" that is accepted and

encouraged. This, of course; is done at the expense of.the,poor and

minority individual farmer 211 well as those seeking to,eitablish 10w-intone

cooperatives. The State of California Witt, located in Berkeley, has

never funded a low-income co-op in the state.
2
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In testimony before the Senate Sub-Committee on Fmployment, Manpower

and Poverty in August of 1948, in ardals(Whickappeared in Fortune

magazine by Rogeih,Beardwood, wras read into The Congressional Recordl It

offers some excellent insights into both the plight ortherrural

the institutio71 power-political economiC'and bureaucratia---thatls

exercised to perpetqate these trakic circumstances.and conditions.

Beatdwood wrote that: .*

Big farmeri in the South not only make decisions that leave hirid
hands and sharecroppers joblesshomeless, and penniless. ',They also
have a powerful voice in the formulation and execution 'of Airm policies
and programs that vitally effect the survival of independent Negro
small farmers. In 195.050pme492,000 Negroes in the Soutkwere clas-
sified as farm proprietors and mangers; by 1960 only 167,000 remained
in thaJCitegary. There are fewer now and if the erend continues
unabated. almost non:: will be lefby 1975. Many of these small
farmers and their families could be 1191ped to stay on the land for at .

.least another generation. But three thing's are against them: their
farms are very small, they lack the money to mechanize, and they do
not have a Washington lobby.

6 11"
The big farmers' Control over small farmers' destinies reSts on

twefacts pf First; the key agricultural coahitteea.
in Congress are lurgely controlled by the Southerners; some of them,
like Senator James Nastland of Mississippi, are farmprs themselves.
Second, cite most important Agriculture Department programs-ire *chain-
istered by state and county groups that are dominated by,whites. The
black farmer is helped where the administration is fair and unpre-
judiced, and hindered 'where it is not.

The Negro. farmer's troubles frequently start with the Agricultural

Stabilization and' Coniervation Service. The ,A.S.C.S. is at the very

heart of the farm program, that complicated structure which supports
prices sets' production and marketing quotes,-conserves land by taking
itObt of culkivftion, and alloto the number o% acres on Which
farmers may grow cropsIuch as cotton; tobaccoPand corn.

8y its very nature,,theA.S.C.S. system works best forlargefarmets.
For the land on which they do not'grow crops, farmers are compensated
according to their past production; large farmers have nodally had 4 .

higher crop yield per acre than pmall farmers. Moreover, large farmers
can take out of production theleleast fertile4and; small farmers do
not have that margin. And on the land they do continue to cultivate,
large farMery itn continue to inorease income by using modern tech-
nology. Small farmers, in contrast, lack the capital And knoyledgm to

, irrigate,, yr use the latestjestiCides.

COPI.rel/lenal ktor4 W4lhinbfwA,Ault;st 2, 1968, Vol. 114, No. 137
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Theoretically, the°A.S.C.S. is highly democratic, operating through
a pyramid of state ,And local groups. At the top is the state compittee, esappointed by the Secretary-of Agriculture if ter consultation with farm
organizations, state directors of agriculture, deans of agricultural
colleges, and political leaders. Under the state committees are three-
man .county committees that are elected by community committees chosen by
farmers' themselves.

But Negroes sit on only five southern A:S.C.S. State committees.
Jad there are only 454 Negroes among the 37,000 community-dbmmittee
members. Most important, no Negro sits on any county committee (four
have been elected is alternate members). And WI* these all-white
county groups that hire the 'A.s.c,s. staff that administers the j'
federal program. This year only 31.0 Negroes had permanent full-time'
jobs in 2,892,county offites in the entire 'nation, and no office had A
Negro manage.

_Many small Negro falter§ would do far better if,they,stopped.growing
.

cotton, corn, tobacco, and other,dkops in the allotment system. Ey'
,

concenvating on such other,crops asbeucughers, sqnsh, cabbage, and
sweet potatoes, which are outside the quota eystell, they could culti-
vate all of their land instead of only part of it. Moreover, since
the Production4 such crops has not yet been.theavily mechanized,
the small farmer could'compete with his larger-neighbors.

The Cooperative Extention Service isasupmesed-4o help farmers to
make chanes of this kind by advising then on wic crops to grow, on
,cultivation methods., and on farm ;amazement. tui.thelpamiliar southern
patterh of separate but unequal,lacilities depreciateittheExtensfon
Service's value to'Negro firmeis. Until 1964 ..the service was
cniapletay, segregated; the Negro extension'stediworkdd.out of
separate offices. (Some of them lacked even a.,typewriter.) .Nov the
10rierly separate staffs have been merged; bjit many Negroes are still
paid less than whited doing comparable work, and in only two counties
do Negrdes head the Extension Service. A number of white super-
'visors are less qualified than, and junior in service to, their Negro

. subordinates:

Furthermore the Extension Service lacks both vigor and imagination.
Extension workers generally give advice only, to those people who ask for
it-'-although some of the people in greitest need,-those living in
remote areas, are unlikely to-ask for it becausehey do not know it
is available, or because they seldom go to the cOfInty, seat and cannot
write a letter The service has also failed to. encourage enough people
to grow their own food. For generations, agricultural experts have
urged farmers to buy less food at the store, and grow more on their
own land. ,Eut in many parts of the rural South, most poor homes,
black and white, have no vegetable gardens, partly becadse landowners
,have :evested interest in forcing workers and iharecroppers to buy at
tfle cdtpany Store; thus they insist: that their people grow cotton and
-tot:item ritat up to the front door of their shack..

A third.'Jranch.of the Agriculture Department on which black farmers
should be able to lean is the Formers Home Administration: itnis
empowered lend mall farmers money to build or improve their hopes,
buy or enlarge -farbs, but machinery, start businesses that will
increase nonfarm income, ,finance the raising and Marketing of crops,

111-131 Pt 3,2 0 - - 20 3 ).8
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and make loads to farmers' cooperatives. To obtain help, a farmer
Must be smallbut not too poor. Be has to convince the local office- -
staffed by feder4I employees that he need money for a good reason.
Then ascounty committee of three must certify that he cannot get the
money through commercial channels, but is nevertheless.a good credit
risk.

'.

,

In the last several years there has beema slow, minimal improve-
men? the administration of Agriculture Department programs, brought
;bow by pressure from the civi/-rights groups,. a firmer federal policy,
and by Negro farmer& themselVes. Byrke County', Georgia, js one of many
places where the pressures are rising: The A.S.C.S. office is a
mall, red-brick building in the county seat of Wa'resboro. Recently,

while three Negro farmers waited to talk about crop tillotmentM, the acting
manager, Frank S. Cates, described things'as he stv them. "I'll admit
the small farmari more vulnerable than the big one," he,s-iiT, "but
these minority people who live in these shacks dpin't want to work.
They'd rather, go off somewhere and get on relief. fou know this white-
black thing. We never had any problem (Ilan these outside agitators
cane in. 7 don't know vh4t the.younger-ieneration will come to, but
the older pc.2pe get alonE just fine. There's nothibE an ordinary man
can Bo about the situation.' 4. Edgar Hoover. knows it's the Comnunists."1

k

. OOOOO

Congressional Record, cit.

b

3 J3



1927

c24-

Suamla

At, the present time conditions and circumstances are indeed bleak

for the rural poor. In point of fact the call for retreat of the War.
.

on Poverty was loud and clear. With few ekceptions federal agencies have

been involved in a holding operation that meant "business as usual."

Each bureaucracy jealously guards itl own turf waiting for new administrative

policy decisions.lopnoodght say that the only areas of success fOr the

official U.S. policyforeign or domestit46of the'"enclaVe theory" was
...

in d aliniwith America", poor and minority groups. They are being

iso I atedl(literallyY and strangled (figuratively).

The Office of Minority Business Enterprise-end SBA do tot really
.

help'the rural poor.

With the exception of the, topmunity economic development effort,

was either steadily inning out of money.or losing-programs from

under thfmatives. By and large, the agency was being so Whittled down

that it seemed to he in the position of spending most of its time

keeping itself alive. And ZIA, DofA, V,MA, et al, Were functioning as

the atrophied Agencies that made them a legend.

*4t
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A Wider Perspective of Cconomic Development

With the exception of one bright spot--Compinlity Development

CorporAtiths--the culimlative effort of years of activities, policiea,

and confusing slogans rural and urban can be euemad up,in the following

general statements:

Iteletise $W alipconceivible business criteria, there

is still no such Ihdites minority capitalism or enterprise.

(For exatha, hImmdt-pwracibusintesea employ as estimet44 150,000

people and amperate less than 1% of the total black. national imeome.)

.

(2), There is no overell,coherent public or private setter

strategy for community economic development.

(3) Federal tai stete.sippert of stamunity etonopic develop-

sent has been mainly political Astarte.

ot (4) Corporate involvement in and financial institution

support of community economic developmen)imi been largely advertis-

ing and public relations.

(5) Private sector coalitions and advisory/support groups

have been overpublicized and underproductive.

(6) No one black, tan, or poor individual. or group can

speak for the majority of the poor regarding economic development.

lf
(7) Newlmgislation, although useful, is not esitntial to

!' t'

achieving Moderate results.

(8) Current federal institutions, with some changes, could

be extremely responsive anAffective in developing communit#

economic projects.

11.
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(9) Time is running out. Those community leaders. who were

willing to give the adainistration a chance.are under severe

pressures from their constituencies to deliver,concrete projects.

' . (10) The basis for-ecOnonle development, Ass Viewed by most

minority (poor) constituencies, is a coimunity problem, rather than

a matter of merely creating a hildiful of new, entrepreneurs:

FIlly do these conditions exist.?

.(e) Lack of cohesive leadership by the federal government in pro- .

viding a conprehensive strategy.

(b) Lack of corporate and banking involvement.

. (c) L*ck Of genuine coordination between governmental agencies:.

federal (0E0,.DofA, )4HA, SBA, OMBE, EVA, Labcr); state; and nunicipal.

(d) Lack of bird information and. intelligence as to what is

really happening-in the whole field (a communications gap).

(e) The inability of the white business and politiCal-ostiblish-

...mint to admit to itself that it is unwilling to encourage the development

of institutions for the minority (poor) community that might one day

demand interaction on the basis of real equality (institutionalised

racism).

0 Lack of leadership, direction, and experience on thu part of

. nongovernmental organisations which were established to proVide venture

capital, technical assistance, or other expertise.

(g) The inability of governmeet and businesi leaders to perceive

the full dimensions of 4como4ic development as a multi-facete, community

issue. Not on a piecemeal basis.
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In conclusion,'Hurray Kemptonle perceptions of the reason* for

the EPA giveaway in Oaklehd seemed to be equally true for the federal
.

government's rationale for protecting and supporting the establishnidiit

constituencies that they so generously favored with funds, coneracts,

and other assorted goodies----"to him who hath it shall be giVen."

A former Secretary of Commerce onec.rwrote that:

. The vast repetitive operations are dulling the
human mind . The-aggregation of greniveilth with
its power to economic domination presents social and
economic ills which we are constantly struggling to

.

remedy.

And a former president (of the U.S.) stated that the:

American people from bitter experience have a
rightful fear that greet business units might be
used to dominalte our industrial life and by illegal
and unethical practices destroy equality-of opportunity.

183, Eisenhower,
The President was not Jp,K,ATDIt or HST; the Secretary of Commerce

,

was not a radical popul4t. In fact, they were one in the same person,

Herbert Hoover. He maneuvered beyond belief to keep that which belonged

to the public out of.the hands of private industry. Hoover's failure

and shortcomings were economic in nature but even he gave up believing

in the trickle-down theory. America's rural poor cannot afford policies:

that have been so disproved,, nor can the Nation. Perhaps Congress ap

the President will take a lead'from the Quaker from Iowi and attempt to

exercise some "friendly persuasion" to render unto the people the land

which is theirs. instead of .rereading their own warmed over press releases

or the.Neilson ratings, Nixon and his Cabiket would do well to read

Hoover's American individualism.,

t
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APPPIPIX 1

LeziNIAtive Rerumorrtk!nni

Vencrally, there are a whole range of legislative:changes that Congress
S

could enact. This federal giraernant coaldt, guarantee bank loans-froprivate

.

lending.iustitutiont;.provide capital in. the twat of direct grants to individual-
.

farmers and lew-incono cooperativen; prbvide low - interest, revolving loan funds

0 available to,rCalonal dvelopment banks; and 'esitablish a national strategy

center which could ptovide-technical assistance and training.

TheMain thrust 'Would bete utilize the same kinds of financing an& leveraging.'

teChniquev that are utilized ty private industry; but make thearsmechanissia

accessible and responsive to low-tincomo farmers and cooperatives, In additloa
4

it is critical to reformf the present tax laws, price support programs and ,

her subsidies that favor the corpOratragrtVusineW. Anil-truat and anti-
1 .

monopoly lin/ will have to bo enfbrccd. The Acclamation" Lands Auth4rity Act
. -

and ramily Parrs Act should be passed:

nowever, 1 am going to 'focus my specific recommendations to one particular

piece of legislation, Title,v11....gnneauity Pc4nmjQ AreLpment, of the Noma%
. ,

1

Opportunity Art. The purpose of. the new "title VI/Nwhich was palmed in,the

Senate last September by a vote of 47 to 12) is to both. coordinate a tumbik Of

the econoeic developmCnt programs previously included'irrthcEconemic Opportunity

Act as well as to specifically provide access to existing programs of other

federal agencies for 0E0-funded cociunity development corpoiatibta ,(CDC's) and co-ops.

The new title is a substitute for the Special Impact Program which was

original*'Co-aponsored by the late Senathr Robert 14 'Kennedy and SenatorJacob.

Jolts. As was indicated earlier, the As4ndment stated forthrightly that.com'umnitica

:AN47t



have the right, to tontrot and to direct

,Anisinet and social opportunities. :The emmunity-owned corporation (and the

co-op) wee the key 66' the whole concept .;Before passage of the Amendment'last.

,year, hearings. were held,whieeCamined the performance of the CDC coneePt

I think it is,important;to the testimenitbatmas umideit,thattiMe.

In three days' -of hearings on economic
develOpmeneduring the past session:

(March '25 and April 29-in Washington and June inHRedford-Stuyvesant) the

Seneteymployment,;Nanpower and PettyOV Sub- committee heard a good, deal oftestimony

from community gtoupS,,:einnomists and national. organizations on.'the problems and'.

.strategies of alleviating poverty through economic development iWiirhan ghattOC

and depressed cemmUnitieS., The Sub-ce&iittevcarefullYeopaidered the

various approaches:. that wetelleing tcated,
including "black CapAalisi", "minority

entrepreneurship" and the CDC adel, It was apparent from both the backgroUnd .

report issued by-tWSub-committee
and the remarks of Senatoia Javits and Ted Kanned3

(the coteponsors.of the'new
Title) mhen they introduced the legislation) that if

economic developmeint projects were to )5e truly reaponCive to the problqms.dflew-

k
income and.minority communities, that the menhaniam:offering'the bet Opportunity

for success is the community development,
orpOretiOn.*Both Senators and the

'Report re-affirmed the vitality and viability of the 'community economic develnPme4

concept. Careful attention was also gilAn to the specific legislative changes:

that had to be made in order, to strengthen
the'potehtial of this program.

i



Minting the coarse of the testimony, individuals repieeenang diverse community

groups pointed out patterns of discrimination-and/Or
administrative

which lies at the toot of the failure; of other federal agencies.tooffer the;

.CRC's access to their prOgtami.;Those
agenCies singled out for criticism were;

the ratmera home Administration (FeliA)
of the Department of Agriculturewhich

administered the Itual, Loaq Program (Title
IT/,A,of the BOA, 42 U.S,C. 2841-55);

the,Small Business Administration; the Economic DeVelOpMentAdmitistratiOn of

the Department Of COmmerce and BUD.

The Community Economic Davelooment
section contains three parts which attempt

to comprehensively deal with the shortcomings of:the prioelegislation. Theyare;

Part A which focuses more sharply on urban and rural communityhased

potations: It :emphasizes the crucial role-played
by federally-supplied equity

capital and mandates the cooperation
of other Federal agencies in the growth of

community development corporations.

4
Part Part 13 provides'erints to rural. cooperatives' Comprised of

a majority of poor people. SuCh grants are essential to help launch Aral coop-
.

eratives and thus help loW,income farmers to utilize the kinds bf resource

concentration that'are essential if they are to exist as Independent farru.r:4.
.

:

Part Ct. Part C. provides technical assistance and long-term loan funds

for urban and rural areas. It extends the existing $87 milli title IIT,A

tural loan revolving fund, which the administration has terminated, and provides



fot the eventuafcreationof a matching urbandevelopment loan.fund.. In

formitysith other federally supported, revolving funds, the interest on loans

made by the fund can be used to defray administrative,. techniosl.assistance and

AUpervisOry costs of the fund.rather thattbelog paid to the Tteesury. (A measure

of the Sub - committee's. view of the importance of Title 1/1I is the authorization

...recoemendaticin,of $60Million fOr fiscal 1972 and $120 million for fiscal 1973.)

A brief section-hi-section analysis effete some further insights into the

Implications of substantive, as well as administrative, changes.

Section 711 legislatively recognizes the community development corporation

, .

. "a4t an entity. Sectioh 713 (a).(11,,recognizes that CDC- access Co Ws 'Smell--

Business Investment Corporation (SB/C); Minority Enterprise Small Buainess Invest

Corporation (MESBIC); and Local Development Corporation (LDC) programs have been

hiudeted by SBA's refusal to treat 0E0-grant funds in the hinds of.CDC's as the

"private paid.in capital" necessary for eligibility. This section allows the

CDC's to make Maximum use of all leverage devices of.programs offered by the SBA,

',especiallythe ones mentioned above,''and provides that Title VII funds invested

in SB1C:s, VESBIC's or LDC's by CDC''s are to be treattilas,:private paid-in

capital and paid-in surplus", combined "paid -in capital and paidin surplus!' and

"paid-in capital".

In addition, it encourages CDC access to all Other SBA programs, including

the various direct loan and guarantee programs, the Lease Guarantee Program

and the Section844 subcontracting and procurement.programs. Zn testimony

before the Sub-committee, it was...fointed out that the SBA his, in a.number Of



instances, refused' either directly

able to CDC-Initiated enterprises-.

forthrightly "that CDC's offer one

1935
. .

or.indirectli, to make these programs avail-

Thus, in itsj4port the Sub-committee stated

of the few opportunities to assist businesses

iii depressed urban and rural areas where there is the proMise bOthot-adequate

capitalization. through combined utilization of 0E0 grants and SBA assistance,.

and substantial inputs'of.technical assistance at all levels--enterprise develop-

Slant, feasibility in marketing analyses, management and Operations.". Thus, in

the committee's view, distinctions drawn by SBA which have the effect of excluding

CDC's or imposing unrealistic obligations on theciare..."unfortunati.and reflect

a view of 'free enterprise inconsistent with the need to devote resources- to the
. .

problems of poor urban and rural communities." Accordingly, section 713 (a) (2)

is intended to-reseltbin'the issuance of*guidelines- that will maximize the avail

ability ot SBA rograns to CDC's reselving financial assistance under the Title VII

prOgiam.

Section 713.(b) strengthens provisions of Title under which CDC areas
.

be deemed "redevelopment'areas", thus making them eligible for assistance from

the Economic Development Administration (EDA). In the past, EDA has insisted

upon submission,of an "overall economic development plan" (0tDP),,the preparation

of which is a long and expensive process. The'SUb-committee viewed this as an

unnecessary, duplicative impediment, and specified that it be dropped. Accordingly,

the section specifies that CDC's shall qualify for-both the facilities grants

(Title I) and the loans (Title II) available under the Public Works and Economic

Development Act of 1965, as aMended, and provides. that CDC's shall be deemed to

fulfill:the overall economic development planning requirements of Section XII (b)

(19. of that Act.



Section 713 (c) insures that CDC's will have access to the programs

administered by HUD that provide support for low and moderate income housing and

low cost land for development as follows:

Section 106 of the Housing and Urban.Development Act of 1968, to insure

° that tDC's qualify is nonprofit sponsors and for the technical assistance

.
and the seed money for planning and preconitruction costs available to

such sponsors of low-income housing;

Seciion 221, 235 and 236 of the National 'Housing Act of 1969, to insure

.that cacti; qualify for rederal,subsidies to assist nonprofit sponsors of

low and moderate income mortgage and rental housing programs;

Title / of tte Housing At of 1949, the:UrbanRenewal program, to insure

that'CDC'a qualify-to acquire low:cosrurben renewal land for development;

1 .

and . .,

Section 701 (b) Housing Act of 1954, to insure that CDC's w911 be considered

as subcontractors by public agencies for demonstration programs in small

urban area comprehensive' planning.

Section 721 mandates a concentrated effort fors rural development. Toward,

that end it provides for a program of grants and technical assistance to

rural cooperatives for farming, putchasing, marketing aid processing.

Section 731 also provides for urban and rural development loan funds. In

effect, Sub-section (c) (2)'reinstitutes the current Title III-A loan program'

which has had nearly 017 million in assets and had been terminated by the Administret

The committee found that this loan program would be an invaluable resource for a

the development of rural areas and should be continued. Most testimonies elicited..

.01

during thahearings indicated that the Farmers Hone Administration which admin-

istered this program heretofore under a de3ogation of authority from CEO had

32.1
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..

simply donee terrible job and in point of fact several.witnesses statetri,1/41.
. .

flatly, that FrJIA did'not-vie*low-incomodfarmers. or low- income tooParatives
.

. 4
.aseiatableclienteonstituency.Thereforethenew legislitimcalls"for a

.. 't

more mifective rural, economic develOpment program administered by go w h.

1.1;will Provide grants, loans and adequate technical assistance to both sake

forcers and rural cooperatives.

The rur al fund ,would start.with.almtniminfi of 07 million and the.orban
-

. fund will be initiated when more than 60 million is appropriated for Title VII,

The section aleo.provides for a much more ambitioustechnical assistance and.

training progtam am well as for experimental research and development programs.

In seminary, it should be said that the new legislation goes a long way

toward ply:iing many.of the administrative loopholes that existed under the old

X.-D legislation. Indoing to, it resolves certain problems thae.have consistently

immcded the capacity and growth of the CDC's. Some of these issues that I have

mentioned above, loch as the recapturing of the Mural Loan Program,the opening

of access to supplementary programs offered' by other agencies, thde Acceptance

of government 'funds as "paid-in capital" for'LDC's, MEDICS and DIC's will go a

long way toward strengthening the delivery systesCof

Additional issues that'are resolved are: that the directormf (= armot ,

delegate any programa to other agencies; the assets of:CDC's are the property

4-
of CDC1s; ind that the directo3 r has ihe.authority to waive lOX non-federal share

without th'e necessity for regulations. These too will be useful.

In conclusion,4t should be pointed out tilt there are some basic problems

with this legislation. The first and foremost is that, it was vetoed by the
0

Provident on December.9, 1971. Although he focused his attack on the Cyld

a
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Developient Amendment,,,,tbe President tiso emphasized his strong OPPositioh
v

'A
to "categorical programs" which includes the Community Economic Development

Title. There are very strong indications that both the House and-Senate

Coksittees will reintrodOec anew bill, with Title VII included, in January.

It deserves your full support and should be passed. Another example is

,,money! 1be.Confcirence Committee will have the opportunity to specify an

autherieation figure and it is obyioun that the success of several of-

the

,

above - mentioned programs are going to require Acreased authorization

(for example, in order for (Mto assume the administration of the new

rural development pirlogram it must establish a totally new d livery systevi

which will be 'cos,:ly.)

"et
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PX0POSAL,FAR AN AGRiCOI.TURAL SERVICE

I. Whs would, he served?

Agricultural marketing and suept cooperatives 'Comprised in major part

of lOw and low-midlile income farsere.

/I. yhy ijI ir_plEngaary?

The Extension Service operation has'largelyldnctioned as a Vassal of

the corporate (agriusiness) farming interests. It his done little or

nothing for the small farmers. The ExtensiodSerVice-corporate farm

relationship is'now 'so institutionalized snd intractable that it ie.

almost imPossibls to make it responsive to small farmers. The rams

e could be said for the DofA, and the learmerA Home Administration.

1

III, LIPPAPo I
1

41. To provide.high quality expertise to such'co-ops 4n respect of

planting, cultivating; harvesting, processing, marketing, accounting,

etc.

2. To begin to close the technological gap between thgApprporate farming

operation and small farmCr co-ops.

3. To establish an educational and research center to deal with problems

facing small flamer co-ops. Special problems would be investigated;

Which crops are suitable for such operation (e.g., stjawbarries);

special processing and marketing problems, management problems, tci

(It ix not inconceivable to deal with other related problems such as

rural.housing, health, manpower training, education and Consumerism.)

IV: What is the madvl-for the CORM

The Reginald Roper Smith Fellowship Program. (This program is different.

from VISTA in thkt ASC oill pay a :real" wage te.g. 10,000/yr. for new

grilduates)).

a 2
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V. Vho will participate?.

Qualified and motivated graduates from the agricultural schools of

universities.

VI.; Under which igcney? .

0.E.O., 'which has been the most responsive to the needs of the rural

poor. Or contract with i University (like the Reggie Program contracts

with Howard).

1940
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Senator , vENsolc. Thank you very much, Mr. Blaiistein. You
have presented a most thorough and profound 'analysis of past,
prep, and futuie policies. I intend to carefully study your pre-

ed remarks, and 1 know they will serve as a cornerstone for diS-
ssion and action that is essential. if We are to reverse the present

dilemma facing rural America.
We will now hear from Mr. Barnes.*

$0
STATEMENT OP PETER BARNES, WEST COAST EDITOR, THE NEW

REPUBLIC, SAN FRANCISCO, CALIF.

Mr. BARNES. Seilittor Stevenson and Senator Taft: First let me
say that, having sat through all of these hearings for the past 3 days,.
I have liStened very carefully to all of the testimony and I think
That these are perhaps the most constructive most educational Senate
hearings that have been. held in a long, long time in the State of
California, and I would hope that they read to a reawakening of
rural America, along democratic limes. ,

I shall be fairly iFief in my testimony today, because much of
what I have to say is contained in three articles which were pub-
lished in The New Republic on June 5, 12, and 19, 1971, which
have already been introduced into the record.

Today I shall try to put the problems of rural America into some
kind of perspective, and then elplore some possible strategies for
chang

The est category of questions is.
It se ms to, me that two basic types of questions should be

asked. along these lines: What
kind of socie do we have in rural America? What kind of society
are we heading, toward? What kind of society do we want'?

The second category of questions has to do with government poli-
cies. What are the effects of State and Federal policies on rural
America? Are these the desired effects? If not, what can be done
to obtain the desired effects? .

Let me begin by addressing the first group of questions. I think
the testimony befote this subcommittee has indicated flint we have
a rural society which produces a great abundance of agricultural and
mineral wealth, but which does 'not distributes the, fruits of that
production in a democratic manlier. This description of rural society
has been confirmed by a host of studies and statistical reports, some
of them conducted by this subcommittee itself in past years.

Most recently, a. report of the CenSus Bureau revealed that the
incidence of poverty in rural Americsa is higher than in any ,other
segment of our society. Nineteen percent of farm families, and 10
percent of nonfarm families, are living below the poverty level
this despite the fact that millions of the poorest rural' families have\
migrated to cities.

I think the testimony that we have heard lies also showed that
one reason for this widespread poverty in rural Americathis per-
sistent disparity between rich amid pooris a great' inequality in
access to productive resources, primarily to land and water. The
concentration of land in the hands of .relatively few large owners
has long been a characteristic of Calrnia.

In fact, this concentration really began to form when California
bame a State. It began with the Mexican land grants and this was

111435 0 72 pl..2C 21.
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continued from the .early days of statehood and, in fact, was
worsened by a whole series of giyeaways of public lands to railroads .

and land speculators.
I think we had some testimony earlier about'the Desert Land Act

of 1877 which was the beginning of that formation of the Kern.
C6unty Land Co. which today has become Tenneco.

The monopolization of water began in the late 19th century when
cattle barons and land speculators like Henry Miller, James Haggin,
and Lloyd ,Tevis amassed enormous tracts of land along the rivers
of the Central Valley and acquired the water rights as well. One
purpose of the Reclamation Act of 1902 was to combat the mo-
nopolization of land and water in the West. However, as you heard,
because of grossly inadequate enforcement of the 160-acre limitation
and the residency requirement, it has not had the effect of breaking
up this monopolization of land'and water.

Today less than 50 corporations own better than half of the prime
agricultural land in ,California.

The concentration' of land and water in the hands of relatively
few families and corporations has meant that the benefits of tech-
nological change have not been equitably shared. Most of the benefits
of dams and canals and new harvesting machines have one to large
landowners, while most of the costs have been borne by displaced
farmworkers and by taxpayers generally, who have not only suigi-
dized the development of new technology but have had to assiffne
the sizable. welfare burden it has produced.

A. society in which access to productive resources is inequitably
distributed, is inevitably a society in which power is undemocratically
held. Landless farmworkers have very little to say about what goes
on in, yural California, and very little political influence over the
agencies of Government, as we have heard, and frnall farmers are
becoming increasingly powerless. The basic decisions 'that affect the
lives and livelihoods of rural Californians are not made in local
communities, or through the democratic process, but in the corporate
boardrooms of Houston, San Francisco and other cities. The factor
that most Motivates these, decisions is the urge to maximize profits
for absentee shareholders. The needs and desires of rural citizens
Are of minimal concern. '

What kind of rural society are we. heading toward? Perhaps the
best way to answer this question is to project ourselves 50 years into
the future. To help do this, I have blown up a picture from the
Nationnl Geographic magazine of February 1970, which is ever here
(indicating): It is an artist's conception, which was drawn under .

the guidance of the U.S. Department of Agriculture, of what. farm-
ing will look like in the early 21st century.

For the benefit of the record, I will describe the pieture
In the foreground, over here (indicating), is a bubble-top control
tower from which one man, aided by another man looking over
his shoulder, controls every aspect of production, and it is done by
computer.

Over there on the left (indicating) there is a big tiller-combine,
which is remote-controlled, and the field 'it is rolling over along
these tracks that go alongside is 10 miles long.. It has been leveled
with the aid of nuclear explosives. Above the tiller, and to the left
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over there (indicating)., is a jet-powered helicopter which is sprayinginsecticides. Then there. is a service itad in the middle and on theother side we have these conical mills which are blending feed forcattle, which are over there (indicating) in those skyscrapers.There is a processing plant behind the skyscrapers and in thebackgroUnd are several plastic domes in which there are controlledenvironments for growing strawberrieS, tomatoes and other high-inconie crops;
In the back somewhere, back there on the grizon.(indicating);is ft manmade lake from which a pumping plant-suppbes water forthe entire operation. Buried undergrounii are, which find outwhen the crops need water and an automated irrigation system thatbrings the water to the crops.
In the oyes of the U.S. 'Department of Agriculture,- this picturerepresents the ultimate triumph of American agriculture. But let'slook at this picture and consider. for amoment, from anuman pointof view, and ask, as in some of the children's puzzle books, What- iswrong with it?
One thing that seems to be obviously wrong with it is that peopleare totally absent, except for those two guys in the bubble tower.Where are the people? Presumably they are way back therein thatcity that you can see on the horizon,. detached from natures andalienated from their work. Quite possibly they are unemployed. Ifthey do have jobs, it could be in a Iar bureaucracy, located in a

climate-controlled building whose wind vs are permanently sealedshut. For dinner they are probably eat g a precooked, overpriced
assortment of specially bred and synthetic foods.Another thing wrong with this picture -is that it represen6 anecological disaster. Large-scale monoculture, massive use of inorganic
chemicals, destruction '-'of natural contours, with or withbut nuclear
explosivesMI of these things are esthetically displeasing and eco-logically very daligerouS.-

What kind of rural society do we want? The kind of society
'represented by this somewhat over-dramatic picture is, I believe,neither desirable nor consonant with our democratic traditions. I
do not think it, is inevitable, either. The kind of rural society I believe

--most Americans want is one in which wealth, political power,. and
opportunity for self-improvement are equitably shared by those whowork. It is a society in which men and women can live claw, tonature, be economically independent, and not be exploited by ab-
sentee owners, financial institutions, or large conglomerate corpora-tions. It is a society that this subcommittee 'would not have to
investigate all the time- -a society in which the indignities of migra-.
tory labor will no longer .exist, not because farmworkers willjhave
been totally replaced by machines, such as those (indicating!, but
because they will have become farmowners, rooted in their com-'
munities. working the land they own; employing relatives or neigh-bors to do the extra work at harvest time.

Before suggesting how such a ..society might be brought about,
let me briefly discuss the second category of questions I mentioned
at the outset, the effects of Government policies.

Government policies affecting rural America are of two types--
policies of omission and policies of commission.. Sometimes the effects

3 6
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of Government, policies are intended, and sometimes they are un-
intended. . e

.

Perhaps the foremost policy 01 omission that .affects rural
America,- and we have heard a lot about it in previoUs testimony,
is the Government's failure to raise farm prices to a level where
an efficient family farmer can recover his cost of production plus
some compensation for his labor and a reasonable return on his.

'capital investment. Despite the much-publicized' subsidy prograins,
fanners--particularly small farmershave long been caught in a
tightening price. so,ueeze. Primarily this is because. farmers,. unlike
& Oral. Motors or United States Steel, cannot administer prices,
that they receive for. their products. The result is that the cost of
almost everything the farmer buys has steadily risen, while the price
of what he sells has held- about the same, and sometimes even fallen.

Federal tax policies affect rural America in ways that may, or may
not-be intended. The lower rate tao xatibn .for capital gains en-
courages land speculation and absei tee ownership. In much the same
way, various write-off provisions o the tax laws permit corporations
or individuals with nonfarm of -income to invest in farming
or ranching for tax purposes. Suc i "fax farmers," as we have heard,.
can be much less efficient than the family farmer and yet undersell
him in the marketplace. Many corporate farmers receive additional
tax favors against which . the family farme cannot compete.

The case of Tenneco is a lassic examp Thanks to the oil
depletion allowance, foreign tax credits, and intangible- drilling-
cost write-offs, Tenneco's cede 1 income tax rate in 1970 on profits
of $182 million was 13.3 percen In 1969, on profits of $91 million
Tenneco not only paid no Feder 1 income taxes at all, but actually
wound up with a tax credit, with the Government owing Tenneco
$13 million. .

Rural America is also greatly affected by Government - subsidized
research conducted at land -grant colleges. Suffice it to say that this
research tends overwhelmingly to favor the replacement of people
by machines, and thus favors large owners of land and capital at
the expense of small owners. and farmworkers. Water subsidiesvcrop
subsidies and labor policies have a similar effect. So, too, in the past
did the giveaway of large tracts of public land to railroads and
speculators and so, too, does the continued failure to enforce the
antimonopoly provisions of the 19019 Reclamation Act. ,

The total effect of G'overntfient° policies can probably be summed
up in one sentence: It is to reduce the number.of family farmers and
thus the size of the rural middle class. i

ObviOusly, if we are to change the nature of rural society, we-.
must change Government policy. Here, two principal strategiesegies are .

possible.
One strategy is to accept the corporate ,takeover of agriculture

and attempt to reconstruct rural, society around other forms of
industry.

I should say there is another strategy and that is 'just to let
rural America totally, disappear, as we have heard some testimony
has already happened, and this pointing picture would be the culmi-
nation of that. But, assuming we want to salvage rural America,
there are these two methods. .
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The industrial strategy envisions the construction of highways,.industrial parks, and other public, facilities, and the provision oftax incentives designed to attract ,new industry. I am not opposedto mea, tires that would attract new industries to rural areas, asthere i unquestionably a need for nonfarm jobs, However, we mustnot all w ourselves to believe that such a strategy will lead to thekind of rural society we desire. "IN\
The orporate7industrial approach to rural development wouldnot alter the distribution of wealth and power in rural America.Indeed, it would give more power to absentee-owned corporations,

and add mainly to the weal,tb of shareholders in the cities. More-
over, I doubt, whether it would provide a great number of decentjogs, if by decent jobs we means jobs that provide a degree of self-ful-fillment to workers. ,When one looks around at industry today, one
sees absenteeism, shoddy vorkmanship, low morale, and alienation.Workers cannot relate to the work they are doing. One reason they
cannot relate is that theirproduet means nothing to them. It requireslittle skill or personal involvement to make, and it is taken away from.them 'by the factory owner; who receives both the psychologicalcredit and the financial rewards. It is my feeling that most family
farmers would rather4.work on the land than in a factory, and that
most farmworkers would rather become farm owners than industrial
laborers. certainly, they would rather become farm owners thanwelfare ,recipients. If we aloe talking about decent jobs, their pref-erences ought to be given some weight.

The only strategy for change that offers hope of creating thekind of rural- society that corresponds to American traditions is
one which deals with the fundamental structure of rural society,the way agriculture is organized and the way' and is used and owned.

To achieve the kind of rural society I have been talking about, and
I think both members of the subs imittee have been talking about,
it two-pronged approach is nece ary. Firgt, we must preserve what
.is best in rural society today This means we must stop the cor-
porate invasion of agificultur , and help existing family farmers
to survive. Second, we must enable more people:particularly farm-workevi and sharecroppers, to become farm owners:

To achieve these twin goals. it will be necessary to change a broad
spectrum of Govermnent policies. Tax laws, price support pro-
grams, and research policies should be designed to favor efficient
family farm units and worker-oWned cooperatives rather than large
absentee corporations. Antitrust and antimonopoly laws will have
to be enforced. And, let us be frank about 'it, land will have to be
redistributed from those who own too much to those who don't oWn
any. especially in California and in the South. In other countries
this is called land reform, and the U.S. Government has ardentlypromoted it.

Clearly, such changes will take a considerable period of time to
bring' about, but we must start right away. These hearings have-,
been of great value iii bringing before the public and the Senate
the basic information needed 'to develop a coherent strategy for
change. Novl the time has come to move forward wit& legislative
programs.

328



Two importaitt pieces of legislation have already been intro-
duced. One is the Family Farm Act, which has been sponsored in
the Senate by Senators Nelson, Mondale, Hughes, and others. The
Family Farm Act would amend the Clayton Act so as to prohibit
vertically 'integrated, eonglomerates from engaging in agriculture.
Conglomerates presently engaged in agriculture would have to di-

, vest themselves of their agricultural operations over a 5-year period.
The second important piece of legislation is the Reclamation

Lands'Authority Act, which Congreseman Waldie talked about this
morning and which has been sponsored in the Senate by Senators
Harris, Cranston, and others. This bill would authorize the Federal
Government to purchase excess land holdingS in Federal reclamation
areas and resell themto resident family/larmers and farmworkers.

In addition to these two measures, I believe another ma* piece of
legislation, as yet unwritten, ought to be pursued. It would be the
Contemporary equivalent of the Homestead Act; perhaps it might
be called the Agricultural Opportunity AIL This act would enable
the Federal * Government to purchase and resell large land holdings
in nonreclamation areas. It would provide credit on liberal terms
so that new farmers could purchase or lease- these lands and get
started in agriculture. It would enable farm-workers and sharecrop-

" pers to'acquire, cooperatively or individually, some of. the agricul-
tural operations that corporations under the Family Farm. Act
would have to relinquish. Effective safeguards would be included to
prevent absentee ownership, speculative investment, and the re-
accumulation 0 f large land holdings.

'In addition, I think we ought to consider the possibility of a .

Railroad Land Reversion Act. Millions of acres were given away
free to the railroads in the 19th century. They served, their purpoSe;
they got the railroads built. Now I think that these same lands could
serve another very valuable purpose which would be to open oppor-
tunities for farmworkers and sharecropper's and young people who
want to 'get into agriculture as self-employed farmers.

Of course, there will be opposition to these measures. It will be
claimed that they are impractical or radical or unnecessary. I would
say that they are workable, urgently needed, and squarely in the
American tradition. Both political parties have long paid tribute to
the family farm. 'Both have pledged to revitalize rural America:
Both have talked about fighting poverty and giving poor people "a
piece of-the action." That is what this legislation would be about.

America is, presumably, a country of free private enterprise.. But
we ought to stop and ask what free enterprise means.. Free enter-
prise, to me;" does not merely imply the right to get big. It also
implies the right to start. As corporate farms become increasingly
integrated with processor's and distributors, as conglomerates like
Tenneco gain controrof agriculture from "seedling to supermarket,"

S.
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as agribusiness advances toward the technological millenium inwhich ten-mile-long fields are sowed and harvested by remote-con-trolled machines, the right to get a. start in farming will be obliter-ated, as it 4ilmost is today. Americans must decide whether theywant the rich to get richer or the poor to have a chance. If the rightto get started in farming is closed off, if the profits of the few aregiven precedence over the needs and desires of the many, the 'conse-quences can only be unpleasant.
In closing, I woukk like to emphasize that time is running short,Vertical integration and corporate ownership, of land are rapidlyspreading. The average age of the family farmer is 58,and very fewyoung people are entering agriculture today. Across America morethan 2,000 family farms are going out of business each week. Unlesswe act promptly, we may wake up and find the.America,n country-side looking like it does in that picture and be unable to do anything.about it.
Senator STEVENSON. That' picture is a frightening one. It is evenmore disturbing to me that that picture is a dream of the Depart-ment of Agriculture. It doesn't look like the American dream to me.Senator Taft, do you have any questions?
Senator TAFT. No. I would only like to add -that I think the wit-ness has summarized the problem very well.
I would just like to ask him to briefly explain hiszroposal con-cerning the Railroad Land Reversion Act, which I. don't think wascovered. in his printed testimony.
Are you referring to land that is still in the ownership of therailroad? What do you mean specifically and how would it work?
Mr. BARNES. During the nineteenth century
Senator TAFr. I. know what happened.
Mr. BARNES. You know all about that, all right. These lands still

, remain in the ownership of the railroads. The Southern Pacific herein California
Senator TAFT% Some do, but a great many do not.
Mr. BARNES. That is true. But the Southern Pacific in California

own over 3,000,000 acres. It is the largest single landholder in thestate. In some cases I think we have heard some testimony that this
land was obtained by the railroad to induce them to build a line,
which they actually didn't build, but they kept the land, anyway.I simply think that, having gotten much of this land for free,
that you can't really make a case for them being allowed. to keep it.

Senator TAFT. I don't know about that You have several new
owners now.. They have no relation to the previous owners. It was

*,
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something ,that was legally their property and you are evidently
advocating confiscation?

Mr. BARbrEs. No, we are not talking about land that they might
have sold to other owners.

Senator TAFT. No; I mean the changes in railroad ownership, too.
Mr. BARNES. Right. I would, certainly compensate them.
Senator TAFT..Would you compensate all people wio have hold -

ings in railroad property?
Mr. BARNES. I don't believe in confiscation, but I think a reason-

able price could be established. If they got the land for free, they
have certainly profited- toot). very considerable extent over the past.
9a years.

Senator TAFT. Somebody may have, but not necessarily the people _

you are talking about.
Senator ST.ev.orsorr. I think the railroads would belilad to give

away some of those lands.
Senator TAFT. Due to taxes on them.

- Senator STEVENSON. The taxes and the maintenance of the road-
beds is one of the causes of their economic diffieulties.

Senator TAFT. I have nothing further.
Senator STEVENSON. I certainly agree with Senator Taft that you

not only have made a very eloquent statement, but a very fine'sain-..
mart' of the statements and arguments which have been presented'
to this subcommittee. It paints a very graphic picture of the condi-
tions in rural America now, and perhaps in the future, but, I hope
not.

Thank you very much, Mr. Barnes.
Mr. BARNES. I would just to say one last thing and that is

I think the ilifOrmation collected during these hearings speaks for
itself and I hope that the members of the subcommittee will go on
from here to really lead on some of the issues we have been talking
about, because I think a lot of people's' hopes rest on this subcom-
mittee. I am talking about people in rural America, the farm work-
ers, sharecroppers, and I hope you don't 1pt them down.

Senator STEVENSON. We wouldn't, be hblding these hearings for
the sake of hearings. We are holding them because we want to find
out what the conditions are in rural America because we need ideas
and because we want to take action.

We will try. Thank you.
I order printed at this point in the record your entire statement

together with your articles on Land Reform from the New Republic
Magazine of June 5,12, and 19,1971.

(The information referred to follows:)
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Testimony of Peter Barnes

before the Senate Subcommittee on Migratory Labore

January 13,'1972

I shall be fairly brief in my testimony today because

much of what I have to say is contained in three articles,

published in the .New Republic on June 5, 12 and 19,1971..

which have already been introduced into the record.

Today I shall try to put the problems of rural.America

into some kind of perspective, and then explore some,possible

strategies fer change. It seems to me that two basic types

of questions should be asked. The first. category of questions

is along these lines: What kind of society do we have in

rural America? What kind of society are we heading, towards?

What kind of society do we want?

The second categoryof questions has to do with govern-

ment policies. Whatare'the effects of state and federal

polidies on rural America? Are these the desired effects?.

If not, what can be done to- obtain the desired effects?

Let me begin by addressing the first group of questions.

I think the testimony before this subdommittee has indicated

that we have a rural society which produces a.great:abundance

of agricultural and mineral wealth, but whigh,doesnot

tribute the fruits of that production in a democratic manner.

This description of rural society has beenconfirmed by a host

of studies and statistical reports. Most recently, a report

of the Census Bureau revealed that the incidence of poverty

in rural America is higher than in any other segment of our.

society. Nineteen percent of farm families,and ten percent

of non-farm families, are living below the poverty level"

this despite the fact that millions of the poorest rural

families have migrated to cities.

r
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I think the testimony has also showed ttlaeone reason .

for this Widespragd poverty in rural America --this persistent
disparity between rich and poor- -is a great inequality in

access to productive resources, primarily to land and water,

The concentration of land, in the, hands of relatively few
large.owners has long been a characteristic o. California.

The monopolitation of water began in the late 19th century,
when cattle barons like Henry Miller, Oa s Haggin and Lloyd.

Tevis-amassbd.enormoub tracts 'elan along the rivers of the
Central Valley, and acquired the water righ s a well. Qne
purpose of the Reclamation Act of 1902 to co at th
monopolization of land and water in. the West. Ho ever,4
because of grossly inadequate enforcement of the 160-acre
limitation and the residency requirement, it has not had this
effe8t.

. The concentration of land and waterin the hands of.rela,

Lively few families and.corporatioils.has meant that the benefits
of technological change have not been equitably 'shared. Most
of the benefits of dams and canal's and new -harvesting machines

havegone to large landowners, while most of the costs have
been borne by displaced farmworkers and by taxpayers generally,
who have not only subsidized the developmpnt'of.new technology
but have had to assume the sizeablevelfare burden it has
produced.

A society in which access to productive resources is

inequitably distributed is aevitably asociety in which power
4-6; undemocratically held: Landless farmworkers have very 1 tie,

to s5y about what goes on iri,rdral California, and small f niers

are becoming increasingly powerless.:' The basic deAsio that

affect the lives and livelihOods of rural Californians are not
Made in local communities, or through the democratic process,
but in the corporate boardroomd'of Houston, San Francisco -and
other 'cities. The factor that most motivates these decisions

is the urge to Maximizerofits for absentee shareholders.
The needs and desires of rural citizens are of minimal concern.

3 3 1
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What kind of rural Society are we heading toward?' Perhaps

the best way to'hnswer this questionis to project Ourselves
- ra.

fifty years,,into.the future. To help do this, I have blown up

a picture-from the National Geographic magazine of February,

1970 It is an artist's conception, guided by theU.'S. ..'

, Department of Agriculture, of ;;hat farming will be like in ,.

k the early.2lst century.
\ \sFor the benefit of the record, I will describe the picture

briefly: In the foreground is a bubble-top-control towerrIrom

which one man, aided. by a coMputer"monitors every aspect of

production.. On the left, a remote-control ied tiller-combine-

glides across a.ten.-mile-long Wheat field Which has been"

levelled with nuclear explosi es. Above the tiller, a jet-

powered helicopter sprays insecticides. Across a service

road, conical mills blend feedfor cattle, which fatten in.

skyscraper feedlots. A beef pocessing plant is directly

. behind the skyscrapers. In -th:4.background are several illumf-
.

nated plastic domes containing Controlled environments for

17-)

growing strawberries,' tomatoes wind other high-inCome crops.

Near the horiyn is a manmade lake from which a pumping plant

supplies water for the entire op ration. Buried underground

are. sensors which find out when the cropS need water, and an

automated irrigation system that brings it to them.

/n the eyes of the U.S..D.A.,.this picture represents the

ultimate triumph of American ingenuity and farsighted gevern-

ment poliei'es. But let us consider this picture for a moment

from a human point of yeiew, and asks as in the children's

puzzle books, what is wrong with.it.

One.thing that is wrong with it is that people are almost

totally absent. Presumably they are crowded together in 'a

distant city, detached from nature and alienated from their world.

Quite posSiblk they are unemployed. If they do have jobs, i
may be in a large,bureaudracy which is housed in a climate -

controlled building whose windows are permanently sealed. For

dinner they probably-eat a pre-cooked, over- priced assortment

of specially brad and _Synthesized foods.
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Another thing wrong with the picture is that it repre-
sents an ecological disaster. Large-scale monoculture,
massive use of'inorganic chemicals, destruction of ,natural
contours, with or without muclear, explosives-- all-these

things are aesthetically displeasing and ecologiCally dangerous.
What kind of rural soCietIr do we want?' The kind 6f society

represented by this Solfiewhat overdramatic picture is, tbelieve,
neither desirable nor consonant with our democratic traditions.
I do not think it is inevitable, either. The kind or rural-
society I believe most Americans want is one in which wealth,
political power, and opportunity for self - improvement -are

equitably shared by those who work. It is a society in which
men- and women can live close to nature, be economically in-
dependent, and not b'eexploited,byabsentee owners, financial
institutions, or large conglomerate corporations. It is a
society. that this subcommittee should not have to investigate
.every two or three years--a societYin,which the indignities
of migratory labor will no longer exist, 'not because farM-
workers will have been entirely replaced by machinest but
because they will have become farm owners, rooted in their-

communities, working the land they own, employing relatives
or neighbors to do the extra Work at harvest time.

Before suggesting how such a society might be brought
about, let me briefly discuss the second category of questions
mentioned at the outset--the effects of government policies.

Government policies affecting rural America are of two
types7-policieS of omission and policies of commission. Some-
times the effects of government policies are intended, and
sometimes they are unintended.

Perhaps the foremost policy of omission that affects.

rural America is the government's failure to raise farm prices
to a level-where an effiCient family farmer can recover his
cost of production plus some compensation for his labor and a
reasonable return on his capital investment. Despite the
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inch-publicized 19absidy programs, farmers--particularly

small farmers--/Ave.long been caught in a tightening price

squeeze. Primarily this is because farmers--unlikel.say.

General Motors or U.S. Stee17-cannot administer the prices

that they receive foF their products. *The result is that the

cost of almost everything thefarMer buys has steadily risen,

while the price of what he:sells hay heldabout the same,

and sometimes even fallen.

Federaltax policies affect rural America in ways that

may or may not be intended. The lower rate of taxation for

capital gains encourages land speculation and absentee owner -

Ships In much the same way, various write-off provisions of

the tax laws permit, corporations or,individuals with non-farm

sources of income to invest in farming or ranching for tax

purpoSes. Such "tax farmers" can be much less, efficient than.

the family farmer and yet underpell him in the' marketplace.

Many. corporate farmers recei4e additional tax favors against

which the family farmer cannot eimpota.. The case of Tenneco

is a'classie example. Thanks to Ile oil depletion allowance, So

foreign tax creditp and intangible drilling-cost writertfs,

Tenneco's federal income tax rate in 1970 on'profits of

$182 million was 13.3 percent, In 1969, on profits of $91

million, Tenneco not only paid no federal income taxes at all/

the,government actukly wound up owing Tenne6o $13 million.

Rural America is also greatly affected by government-

subsidized research conducted at land grant golleges. Suffice it

to say that this research tends overwhelmingly to tavor the

replacement of4eople by machines, and thus favors large owners

of land and capital at the expense of small owners and farm-'

workers. Water subsidies, crop subsidies and labor policies

have a 'similar effect. So, too, in the past, did the giveaway

of large tracts of public ldnd to railroadd anorspeculators,

and so too does the continued failure, to enforce the anti-

monopoly provisions of the 1.902 Reclamation Act.
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The total effect of government policies can probably
be summed up in one sentence: it is to'reduce the..number of
family farmers, and thus th6 size of the rural middle class.

Obviously, if we are to change the nature of rural
society, wo must change government policy. And here two
principal strategies are possible.

One strategy is to accept the corporate takeover of .

agriculture and attempt to reconstruct rural society around
other forms of industry. This strategy-envisionstie,con-
Struction of highways, industrial .parks and other public
facilities, and the provision of.tax incentives designed to
attract new'indUstry. / am not opposed to. measures that would
attract new industries to rural areas, as there is unquestion-
ably a need for non-faimjobs. However, we must not allow
ourselves to believe that such a strategy will lead to the
kind of rural society we desire.

The-corporate-industrial approach to rural development
would not alter the distribution of wealth and power'in.rural
America. /ndeed, it would give mores power to absentee-owned.
corporations, and add mainly to the wealth of shareholdgrs
in the cities. Moreover, i doubt whether it would provide a
gieaeWumber of decent jobs, if by decent jobs we mean jobs
that provide a degree of self-fulfillment to workers. When
one looks around at industry today, onesees absenteeism,
shoddy workmanship, low morale and alienation. Workers cannot
relate to the work they are doing. One reason they cannot
relate is that their' product means nothing.to them: It
requires little skill or personal involvement to make, and
it is taken away from them by the factory owner, who receives
both the psychological credit and whatever financial rewards
the product may bring. It is my feeling that most family
farmers would rather work on the land than in a factory, and
that most farmworkers would rather become farm owners than
industrial laborers. If we are talking about decent jobs,
'their preferences ought to be giver some'weight.
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The only strategy for change that offers hope of creating

'-the kind of rural.society that corresponds to American tradi-

tions is one which deals with the fundamedtal structure of

ruralsociety--the way agriculture is organized and the way

land is used and'owned.

To achieve the kind of rural. society / have been talking

about, Xthink a two-piongeloapproach is necessary. -First,

we must pieserve what is best in rural society today. This

means we must stop the corporate invasion of Agriculture, and.

helpAgAng family farmers to survive. cOnd, we must'

enable more people--particularly -farmworkers and sharecroppers

to. become farm owners.

To achieve these twin goals it will benecessary to change

a broad spectrum of government policies. Tax laws,.price

support programs, and: research polidies should be designed to

favor efficient family farm units and worker-owned cooperatives

rather than large absentee. corporations. Anti -trust and anti-.

monopoly laws will have to beenforced. Andlet us ba frank

about it--land will have to be redistriatted from those who

own toomuch to those who deWt own any, especial*. in California

and in the South. In othercountries this is called "land, reform,"

and the U.S. government has ardently promoted it.

Clearly, such changes will take a considerable period of

time to bring about, but we must start right away. These
,/

hearings have been of gteat value, in bringing before the public

and the Senate the basic information needed to develop a

coherent strategy for Change. Now the time has come to move

forward with legislative programs.,

Two important pieces of legislation have already been

introduced. One is the Family Farm Act, which has been

sponsored in the Senate by Senators Nelson, Mondale, Hughes

and others. The Family Farm tZat would amend the Clayton Act

so as to prohibit vertically- integrated conglomerates Atom

engaging in agriculture. Conglomerates presently engaged in

agriculture would have to divest themselva's of their agricul-

tural operations over a five-year period.
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The 'second iMportant piece of legislation is the

Reclamation Lands Authority Act; Sponsored in the Senate by
Senators Harris, Cranston"and others, and in. the. House by
Congressmen Waldie, Kastenmeier, Hellums and others. This
bill would authorize the federal goveinment to purchase

excess landholdings0.n federal reclamation areas, an re-
tell them to resident family farmers and farmworkers.

In addition to those two measures" I believe an they
major piece of legislation, as yet unwritten, ought o be
pursued. It would be the contemporary equivalent of the
Homestead Adt; peihaps it might be called the, Agricultural
Opportunity Act. his act would enable the federal government
to purchaso'and re-sell large landholdings in non- reclamation
areas. It would provide credit on liberal terms stll that new

farmers could purchase-or lease these lands and get started
in agriculture. It would enable farmWorkers and sharecroppers

to acquire, cOoperatiely or individually, some of the agri-
cultural operations Mkt corporations under the Family Farm
Act:would relinquish. Effective safeguards would be included
to prevent absentee ownership, speculative investments, and
there- accumulation of large landholdings.

Ofoourso there will be opposition to these measures.
It will be claimed that they are impractical, or, radical, or
unnecessary. It would siy that.phey are workable, urgently

needed, and squarely in the American tradition. Both political.
parties have long paid tribute to the family farm. Both have
pledged'to revitalize rural America. Both have talked abdut
fighting poverty and giving poor people/"a piece of the.action."
That is what this legislation would be about.

America is, presumably, a country of free private enter- ,

prise. But we ought to stop and ask what free private enter*.

prise means. 'Free enterprise, to me, does not merely imply
the right to get big.lIt also implies the right to start.
As corporate jarms become-increasingly:integrated with proces-
sors and distributors, as conglomerates like Tenneco gain control
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of agriculture4rom "seedling to supermarket," as agribusiness

advances toward the technological millenium in which ton-mild.

long fields are sowed and harvested by remote -controlled

machines, the right to get a start in farming will be oblit-

erated - -as it almost is today. Americans,must decide whether

they want to rich'to get richer or the.poor to have a chance.

It it is closed off, if the profits of the few are given

precedence over the news and desires of the many, the

consequences xn only Se unpleasant.

In closing, I would like to emphasize that time is, running

short. Vertical integration and corporate ownership of land

are rapidly 'Spreading. The average age of the family farmer

is 58, and very few youad people are taking over their parents'

farms. Across. America, more thafi 2,000 family farMs are going

out of business each week- UnleSs we act promptly, we may

wake up and find the American countryside looking like it does

in this picture, and be unable to do anything about it.
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(From the New Republic magazine, June 6, MU ,

LAND REV:MtI; THE GMAT SIIERWAN LIND GRAB

(By Peter Barnes)
With three out' of four Americans now jammed into cities, no one pays

much attention to landholding patterns in the countryside. how things have
changed. A hundred years ago, land for the landless was a battIecry. People
sailed the oceans, traversed the continent and fought the Indians, all for a
piece of territory they might call their own. America envisioned itselfnot
entirely accuratelyas a nation of independent farmers, hardy, self-reliant,
democratic. Others saw us this way too. Tocqueville noted the "great equality"
that existed among the immigrants who settled New England, the alisenCe of
rich landed proprietors except in the South, and the emergence in thewestern
settlements of "democracy arrived at its utmost limits."

Along with Industrplization, however, came urbanization and the decline of
the Arcadian dream. Immigrants forgot about land and thought about jobs
instead; thC Aona,snd grandsons of the original pioneers began to leave the
farms and Phi the immigrants in the cities. Radical agitation shifted from
farm to factory. Frontiersmen's demands for free land and easy credit were
supplant'e4 by workers' demands for a fair wage, decent conditions and union
recognition. In due course a kind of permanent prosperity was achieved, and
America directed its energies outwards, not inwards. Consumers bought their
food in neatly wrapped packages, at prices most of them could afford, andforgot about the land.

Why, then, in 1971, should we turn back to look at oUr landholding patterns?
One reason is that the land is still the cradle of great poverty and injustice.
Another is that the beauty of the land is fast disappekring. Canyons are being
dammed, redwoods felled, hills strip-mined and plateaus smogged. Wilderness
and croplands are giving way to suburban sprawl and second-home develop-
ments. And the balance of nature itself is threatened by excessive use of
pesticides. .

The deterioration of our cities should also cause us to look back at the
land ; population dispersal in some form is a necessity. At the same time,
there is a growing recognition that nagging social problems burgeoning wel-
fare rolls, racial tensions, the alienation of workers from their workhave
not responded to treatment. Many of these problems have their roots in the
land, or more precisely, in the lack of access to productive land ownership by
groups who today make up much of the urban poor., Mexican-Americans, In-
dians and even some blacks are beginning to

to
ral the point that more of

America's land ought belong 'to them. Given th dead-end nature of most
antipoverty programs today, it is an argument wo th listening to. .

The schizoid character of American landholding patterns was first implanted
during colonial days. In New England the land was divided fairly evenly

among the many ; in the South, mostly because of large royal grants, it was
concentrated in the hands of the few. As a consequence, New England politics
revolved, around such institutions as the town meeting and the popular militia,
while Southern society and poltOtrs----were. dominated in all aspects 14y the
landed gentry. Jefferson warned that perpetuation of the large plantations
would lead to the enseoncement of an "aristocracy of wealth" instead of an
"aristocracy of virtue and talent," and even talked of freeing the slaves; but
the plantation owners were hardly inclined to abdicate their privileged posi-
tions voluntarily.

, With the winning of independence and-the establishment of a national gov-
ernment, America had an opportunity to create ;a nation unfettered' by the
proclivities of European nobility. Men like Jefferson looked forward to a,,,
vigorous agrarian democracy, fostered by public education and a judicious
distribution of the government's western domains. Then as now, however,
politicians were less interested in promoting agrarian democracy than in
making a quick buck. The history of the giveaway of America's public lands
liundreds of millions' of acres over a century and_a halfConstitutes one of
the longest ongoing scandals in the annals of modern man, Fraud, chicanery,
corruption and theft were aplenty, but more scandalous vyas the lack of con-
cern for the social consequences of uneven land distribution. Congress at times
did enact such foresighted measures as the Homestead Aet of 1062, but far
more often it authorized the wholesale disposal of public lands to speculators
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rather than to settlers. And what Congress didn't surrender to the land
hoarders, the state legislatures, the Land Office and the Interior Department
usually did.

- In the early nineteenth century, the typical speculator's gambit was to form
a "company" Which would bid for massive grants from Congress or the state
legislatures, generally on the pretext of Colonization. Once a grant was ob-
tainedand it never hurt to be generous with bribesthe land Would be
divided and resold tom settlers, or, more likely, to other speculators. The enor-
mous Yazoo land Ritudsin which 30 million acres, consisting of nearly the
entirety of the present states of Alabama and Mississippi, were sold by the
Georgia legislature for less than two cents an acre, and then resold in the
form of scrip to thousands of gullible investorswas perhaPe the most famous

,9 of these profit-making dchtmes. Huge fortunes were made in such winches,
often by some of the most respected names in government, The socia conse-
quenceS were not limited to -the quick enrichMent of a fortunate fe .1The

, issuance of vast tracts of Ian to speculators also had the effect of driving up
land prices, thereby impediu settlement by poor Americans'-And, since grants
were not always eompletel broken up, they had the additional effect of im-
planting in the new termt ries of the South and West the pattern .of large
landholdings that persist to this day.

Texas landholding patterns, for example, .date from this early period, though
grants to the Original American ,einpresarios were made by Mexico rather than
Washington. At first there was a rush to purchase and occupy Textte lands
granted to Stephen M. Austin and others. After the initial "Tema fever" sub-
sided, many immense and valuable estates remained intact, and could be ac-
quired for a relative pittance. Today many of these enormous tracts are cotton
plantations, cattle ranges or oil fields owned by wealthy individuals and
corporations.

The concentration of land ownership in California, now the most productive
agricultural .region in the world, is perhaps most extraordinary of all: Accord-
ing to a 1970 study by the University of California. Agricultural Extension
Serrice, 3.7 million acres -of California farmland are owned by'45 corporate
farms. Thus, nearly half of the agricultural land in the state, and probably
three-quarters of the, prime irrigated land, is owned by a tiny fraction of the
population. This monopolization didn't just happen; it was and still is abetted
by federal and state policies.

Land in California originally acquired its monopoly character from the pro-
digious and vaguely defined grants issued by first the Spanish and then the
Mexican governments. Upon California's accession to the union, the United
States government could have incorporated these latifundiaestill almost total-
ly unpopulatedinto the public domain, or ordered- them divided into 'small
farms for settlers. It chose, probably without much throught, to swallow them
whole and to allow. them to remain private. Almost immediately they fell prey
to wily speculators and defrauders, who either bought out the heirs of the
grantees or forged phony title papers and bluffed their way through the courts.
Several of the original Spanish4grants are embodied in giant holdings today ;
the Irvine Ranch (68,000 acresqn Orange County), the Tejon Ranch (268,000
acres in the hills and valleys northeast of Los Angeles, 40 percent owned by
the Chandler family, which publishes the Los Angeles Times); Rancho Cali-
fornia (97,000 acres to the northeast of San Diego, jointly owned by Raiser
and Aetna Life), and the Newhall Ranch (43,000 acres north of Los Angeles).

The struggle for acquisition of the 'Mexican land grants was only the begin-
fling of the empire-building period in California. For some reason American
history books are _filled with tales about the robber barons of finance and in-
dustrythe Rockefellers, Morgans, Carnegies and Harrimansbut almost al-
ways neglect to mention the great cattle barons of the West. At the top of
any listing of the latter must certainly be the names of Henry Miller, James
Ben Ali Haggin and Lloyd Tevis.

Miller was a German immigrant who arrived in San Francisco in 1850 with
six dollars in his pocket, and amassed an empire of 14 million acresabout
three times the size of Belgiumbefore' he died. Starting out as a butcher, he
soon realized that the big money lay in owning cattle, not chopping them into
pieces for a handful of customers. He also recognized,, in advange of other
Californians, that water was far more valuable in the arid West than gold.

Miller's strategy was to buy up land along the rivers of California's central
valleys, thereby acquiring riparian rights to the water. Then he would irrigate
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the river' banks with ditches, providing his cattle with natural grasses on
which to. graze. Homesteaders further back from the river would lose their
water Sand be forced to sell to Miller at dirt-cheap prices.

Miller had other tricks as well. According to Carey McWilliams' Factoriesis' the Field, a large portion of Miller's empire "was acquired through the
purchase of land scrip which he 'bought from land speculators who, a few
years previOusly, had obtained the scrip when they, while in the employ of the
United tates as government surveyors, had carved out vast estates for them-selves." At one point in his career Miller, set out to acquire some dry grass-lands the San Joaquin valley under the terms, ironically, of the Swamp
Land Act of 1850. This was a law under which the government offered alleged
swam lands to individuals free of charge if they would agree to drain them.
The 1 w provided -that the land had to be underwater and traversable only by
boat,. Miller loaded a rowboat onto the back end of a wagon and had a team
of hordes pull him and his dingy across his desired grassland. Eventually the
government received a map of the. territory from Miller, together with a sworn
statement that he bad crossed in a boat. Thousands of acres thus became his.1On a par with Miller in deviousness and ambition was the team of Hagginand Tevis, a pair of an Francisco tycoons 'who, among other things, had
Interests' in the Southern Pacific. Railroad and Senator George Hearst's far-
thing mining ventures. By the 1870's Haggin and Tevis had accumulated sev-
eral hundred thousand acres in the San Joaquin valley from former. Mexican
grantees, homesteaders, the Southern Pacific Railroad and assorted "swamps."
They fought bitterly for water rights to the valley's rivers, and, as Margaret
Cooper. has recounted in an unpublished University of California master'sthesis, they were no strangers to fraud. Their empire-building was capped in1877 by a masterfully engineered land-grab that must rank among the classicsof the genre. Under the impetus of California's Senator Sargent, who wasacting on behalf of Haggin and Tevis, Congress hurriedly approved the DesertLand Act, and the bill was signed by President Grant in the last days of his
administration. The law had the effect of removing several hundred thousand
acres from settlement under the Homestead Act. These lands, which were saidto be worthless desert, were to be sold in 640 acre sections to any individual
whether or not he resided on the landwho would promise to provide irriga-don. The price was to be 25 cents per acre down, with an additional $1 peracre to be paid after reclamation.

Needless to say, much of the land in question was far from worthless. The
chunk of it eyed by Haggin and Tevis was located close to the Kern River,
and was partially settled. A San Francisco Chironiele story of 1877 describeswhat happened next;

"The President's signature was not dry on.the cunningly devised enactment
before Boss Carr [Haggin and Tevis' agent in the valley] and his confederates
were advised from Washington that the breach was open. It was Saturday, the31st of March. The applications were in readiness, sworn. and subscribed byproxies. . . . All that Saturday night and the following Sunday; the clerks in
the Land Office were busy recording and filing the bundles of applications
dumped upon them by Boss Carr, although it was not until several days after
that the office was formally notified of the approval of the Desert Land Act."Thus, by hiring scores of vagabonds to enter phony claims for 640 acres,
and then by transferring those claims to themselves, Haggin and Tevis were
able to acquire title' to approximately 150 square miles of valley land before
anybody else in California had even heard of the Desert Land Act. In the
preVess, they dislodged settlers who had not yet perfected their titles underold laws and who were caught unawares by, the new one. The Chronicle called'
the whole maneuver an "atrocious villainy" and demanded return of the stolen
lands. A federal hivestigation followed, but Haggin and Tevis, as usual,emerged triumphant.

All this skullduggery would be of little contempOrary interest were it not
for the fact that the empires accumulated by the likes of Miller, Haggin andTevis are still with us in only slightly different form; they have become the
vast, highly, mechanized corporate farms that monopolize. California's best
farmland and produce most of the fruit and vegetables and much of the sugar

Horace Greeley, who voted for the Swamp Lands Act, confessed later that he had
been "completely duped The consequence was a reckless and fraudulent transferof . . . millions of choice public lands, whole sections of which had not enough muck
on their surface to accommodate a single fair-sized frog.';
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and cotton thdt America consumes. The fate of Haggin and Tevis' holdings is
particularly interesting. In 1890, in order to perpetuate their empire beyond
their deaths, the two entrepreneurs incorporated under the name of Kern
County Land Company. Until the 1930§ most of the company's vast, acreage
was still used for cattle grazing. In 1936 a copious deposit of oil 'was dis-
covered beneath the company's lands, producing a colossal windfall for the
heirs of Haggin and Tevis. Rather than pay taxesV'on. the MI amount of its
oil earnings, the compahy began sinking them into irrigation pipes and
sprinklers, thereby upgrading rangeland worth $25 an acre into prime crop-
land worth $1000 an acre, and. later into orchards worth up to $4000 an acre.
By 1965 a share of Kern County Land Company stock that sold for $33 in
1933 was worth (after hafts totaling 40 for 1) $2680and had paid $1883 in
dividends. Finally, in 1967, Kern County Land Cothpany was bought by
Tenneco (of whom more in' my,next article).

Meanwhile, the Civil War had led to the abolition of slavery, but not to .
the end of the plantation system. Thaddeus Stevens, leader of the Radical
Republicans, proposed dividing the large Southern estates and giving to freed
Negroes and landless. Whites forty acres and some cash. "Homesteads to them
[Negroes]," he argued, "are far more valuable than the immediate rights of
suffrage, though both are their due." This was too venturesome a propoimtl,
however, even for the Radicals, and it did not get far in Congress; As a result,
Negroes and poor whites in the South remained landless, and a century later
a large Southern grower would tell a CBS newsman makihg a documentary on
farm workers, "We no longer own our slaves, we rent them."

In other parts of the country Congress continued to squander the national
patrimony with abandon. The railroads were granted 134 million acres, plus
another 49 million by the states. Often the railroads Would allow settlers to
stay and improve the land, then evict them later and sell the upgraded prop-
erty at a considerable profit. Congress did nothing to remedy such abuses. It
was busy enactingin addition to the Swamp Lands' Act and Desert Lands
Actsuch giveaways as the General Mining Law of 1872 and the Timber and
Stone Act of 1878. Under the latter, lumbermen and quarry operators acquired
millions o acres at $2.50 an acre, largely hy using the same "dummy entry-
man" techldque that Haggin and Tevis had so advantageously employed. Under
the former, landgrabbers were able to acquire large tracts of public land for
purposes that had nothing to do with mining or even settlement.

Congress was not entirely blind to what was happening, and it did strike
some= blows for agrarian democracy, but these were to a considertible extent
diluted or subverted by subsequent legislation and administrative betrayals.
Under pressure from landless frontiersmen, CongresO passed the Preemption
Act of 1841, allowing families to settle on 160 acres of unsurveyed public land,
with first right to purchase when the land was ultimately placed on sale. This
was as far as Congress was willing to go at the time, since the South feared
homesteading would undermine slavery. In 1962, however, with no Southerners
sitting, Congress adopted the Homestead Act, partially as a reward for Union
soldiers. The law stands as a milestgne in the history of American land policy.
For, the first time, full title to public land was to be granted free of charge to
actual settlers. A family could acquire up to 160 acresone quarter of a square
mileif it occupied and improved the land for live years. It was a fine law
in theory, but by the time it was enacted a substantial portion of the best

.land in America was already accounted for. Congress made things worse as
historian Paul Wallace Gates has noted, by removing additional valuable
acreage from homestead settlementusually by giving it to the railroads, or,
as under the Morrill Land Grant Act, to the states, who in turn sold it to
speculators. Shoddy administration by the Land Office did not help matters
either. Cattlemen and speculators, both large and small,. made widespread use
of the "dummy entryman" trick and other ruses to acquire holdings far in
excess of 160 acres, and the Land Office lacked either the will or the ability
to stop them.

By the turn of the century almost all the available land in America had
been staked out by one interest or another, and many Populists and reformers
were displeased with the- result. The Great Plains states were, by and large,
democratically settled, but the same could not be said for the South and West.
Henry George' described 'California as "a country not of farms but . . . of
plantations and estates," and thought a single tax on land was the remedy.
The social effects of maldistributed land were most readily seen in the im-
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poverishment of tenant farmers and sharecroppers in the Sonth, and the ei-ploitation of Chinese and Japanese laborers in the West.
Almost providentially, however, an opportunity to correct the mistakes ofthe past and to open up new lands for homesteading presented 'tad!. Thanksto modern civil engineering, the arid expanses of the West, once useful onlyfor grazing, could be irrigated and turned into cropland. Much of the landbeyond the Rockies could thereby be transformed into a kind of New Midwest;characterized by family owned and operated farms. The 'instrument of thistransformation would be a massive federal reclamation program; the Reclama-tion Act of 1902 was its charter.
F. H. Hewell, first director of the federal Reclamation Service, explainedthe purpose of the Reclamation Act as "not so much to irrigate the land, asit is to make homes: . .. It is not to irrigate the land which now belongs to

large corporations, or even to small ones; it is not to make these men wealthy,but it is to bring About a condition whereby that land shall be put into thehands of the small owner, whereby the man with a family can get enough goodland to support that family, to become a good citizen, and to have all thecomforts and necessities which rightfully belong to an American citizen."
Theodore Roosevelt was more succinct: "Every [reclamation] dollar is spentto build up the small xnan of the West and prevent the big man, East or West,coming in and monopolizing the water and land."

Federal reclamation would bring about this democratic renaissance by usingboth a carrot and a stick. The carrot would be subsidized water; the stickwas lodged in two, crucial provisions of the 1902 Actthe 160-acre limitation,and the so-called residency requirement. The first provided that no personcould receive federal water for use on more than a homestead farm of 160lams; the second provided that water would be delivered only to "an actualbona fide resident of such land, or occupant thereof residing in the neighbor-hood." By attaching these twin limitations to its delivery of subsidized water,
federal reclamation would, in the words of one of its sponsors, "not only . . .prevent the monopoly of public land, but . . break up existing monopoliesthroughout the arid region."

It sounded confiscatoryindeed, almost revolutionarybut the large West-
ern landowners could hardly complain. They had, in the first place, acquiredtheir empires' at prices that were scandalously low and through stratagemsthat were at best unethical and at worst illegal. Moreover, it was not as ifCongress was about to drive thOn into unwilling bankruptcy, The law did notrequire them to accept federal kvater ; it merely provided that, if they choseto sip at the public trough, they would, in due course, have to sell their landsin excess of 160 acres. Subsequent regulations established that they could re-ceive subsidized water for ten years before parting with their excess holdings-a time span which allowed for enough farming profit to satisfy all but thegreediest.

Nevertheless, the intended transformation of the West did not occur. Greatdams were built, rivaling the pyramids of Egypt in their wondrousness; reser-voirs were formed, and aqueducts constrUcted. By 1970 the Bureau of Reclama-tion spent almost $10 billion and irrigated nearly' seven million acres. Yet landmonopoly. is more firmly entrencheoltin the West than ever ; federal- water hasflowed and continues to gfeat quantity to the huge absentee-owned
corporate estates that should, un er the law, have been broken up and sold tsmall resident farmers. In the words of 26rmer Senator Wayne Morse, thewholesale, continuing violations of the 1902 Act constitute "a water stealreminiscent of the scandals" of Teapot Dome and the "great land frauds."

Nearly a century ago the San Francisco Chronliffe warned: "The land . . :taken by two or three men is sufficient to afford homes and independence tohundreds of intelligent, industrious and honest settlers. It is this class thatmakes, as it is the other [land monopolists] that ruins a country. The con-firmation of title to the Monopolists means the transfer of ownership of the
soil to a nonresident aristocracy, and its continued "cultivation by a race ofaliens and coolies. Let it be awarded to the settlers, and schools, roads,churches and general prosperity will ensue."'

This and similar warnings went unheeded; the South and West developed.
as the Chronicle feared. Ownership of particular estates shifted hands over the
course of several depressions, panics and booms, and in recent years the trend. Ihas beepLAward ownership by large corporationsoften oilycompanies or eon-
glomertift'.1.1 But though the names have changed, the pattern of large land-.
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holdings has held. steady throughout. A nonresident landed aristocracytoday
composed of such diVerse persons as Sen. Eastland and the directors of Ten-.
necoenjoy vast power.

Along with absentee ownership, racial exploitation became a way of life in
the West, as it previously had in the South but as it never did in the Midwest.
Chinese and Japanese field hands were succeeded by Hindus, Filipinos and
Mexicans. The treatment of Japanese* farmworkers 18 particularly instructive.

r.For many years they were enthusiastically praised.by California growers ;Abe
performed the most menial tasks with great skill and without asking favOi*
(sun as transportaiton and boarding) of their employers. Soon, however, tife
Japanese began leasing land for themselves usually "useless" marsh or desert
which they would reclaim and plant with rice or other crops. Through thrift
and hard work, they even began achieving their ambition to own land. This
was too much for the land monopolists, Who succeeded in passing the Alien
Land Act of 1913, designed to force the Japanese kb sell their improved land'
to them.

Other effects of concentrated land ownership were as the Chronicle foresaw.
Schools, shops and civic institutions never blossomed in those. parts of the
South and West dominated by giant landholdings. Enormous disparity of
wealth and power is rarely conducive to widespread involvement in public
affairs, and is even less so when large portions of the population are migrants,
or are barred by one means or another from voting. Why, after all, should an
absentee landlord spend his taxes on good public schools, when his own chil-
dren go to private school and an educated work force is the last thing he
wants?

What was not foreseen, was the impact that land monopoly would eventually
have on American cities. If the Southern plantations and. Mexican land grants
had been broken up, if Western land had been distributed in limited-size par-
cels to actual settlers as generously as it was handed out in prodigious chunks
to spebulators, if the reclamation law had been vigorously enforced, it is
doubtful that the cities would be as overcrowded .and as beset as they are
today. Blacks and landless whites would, in smaller numbers, have migrated
to the cities, but they wouicl,,not have been so ill-mpared had they descended
from landowning farmers. They would have had dignity, schooling, some ex-
perience in public affairs, and perhaps saving enough to establish a foothold.

The question now is whether we are going to compound the errors and in-
justices fif the past or remedy them.

[From the New Republic magazine, Tune 12, 10717

LAND REEDBMII: THE ViiNISECING SMALL FARMER

(By Peter Barnes)

Yghish Bulbulian's face is weathered, his pace somewhat slowed. But 'when
he looks back at what he has left for his son Berge and his grandchildren,
Yghish Bulbulian is a proud man. 1

Born in Armenia at the end of the last century, Bulbulian fled his homeland
during World War I when more than, a million Armenians were slaughtered
by the Turks. He arrived, penniless, in California (land settled near Fresno,
where a large colony of Armenians had gathered. For several years he worked
as a field hand in the San Joaquin and Imperial valleys, managing to save a
few pennies each payday. By 1929 he was able to scrape together .$500 for a
down payment on 20 acres, part of a homestead that was up for sale. He, his
wife and son worked ten hory day, seven days a week in the fields, and
when they weren't working- eir own land they were hiring themselves out

to others. .

In 1943 Bulbulian added 30 acres to his farm, and every decade or so
thereafter he added 'more. Today, he and his son grow grapes and currants on
150 acres ;- though he's /8, he still helps plant, irrigate and box, his crop. His
income has not been high, but there were enough good years to permit some
amenities. Father and son now live in comfortable, well- furnished houses, and
drive late model cars.

It's no rags-to-riches story, and Bulbulian is no Horatio Alger figure, but
he is an eximple of the many immigrant farm hands who, through frugality
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and hard work, rose to become farm owners, :Unfortunately, he represents adying ,breed.
In the 1920s, when Bulbulian got to California, it was natural for field

lahorers to aspire to become small darmers. Today it is almost unthinkable.
For the same 20 acres that Bulbulian bought 40 years ago- for $1500 down, in
aspiring farmer now would need $12,000 down. Moreover, it would be pointless
for him to buy only 20 acres; he'd need at least four times that to have a
fighting chance. And while Bulbulian could make do, when starting; with two
mules and a plow, his contemporary counterpart would require thoufiandS of
dollars worth of tractors, chemicals and other equipment. Little wonder that
few persons without an inheritance or outside income are entering farming,
or that the number of farmers of Bulbulian's size is rapidly shrinking.

US Department of Agriculture statistics tell the story: in 1950 there were
5,4 million farms in America; today the figure is around 2.9 million. As the
huinber of farms declines, the average size of remaining farms increases: it's
-new over 380 acres, compared to 215 acres 20 years ago. And as agriculture
steadily becomes more mechanized, it comes to be dominated by those who
have capitalthe most successful family farmers, and the giant corporations.
Thus, in 1969, the largest 40,000 farms, representing less than two percent of
the total number, accounted for more than one-third of America's ,farm sales.

These are the broad statistics. Behind them are the' economic forces, abetted
by government policies; which say to the small farmer: either get bigger or
get dut. The pattern is typically like this: a farm of 80 or 160 acres has
belonged to a family for -generations It is squeezed by rising local taxes, the
high cost of farm equipment, and corporate competition. The old man dies or
retires. What will the children do? To survive as farmers they must expand
and mechanize. The other option is to sell; perhaps to a suburban developer;
perhaps to another farmer who is expanding. The la,tter course is easier, and
increasingly it is the one that is chosen.

The trend towards corporate farming greatly intensifies, the pressures on the
independent small farmer. This' trend is strongest in the South and West,
particularly in Florida, California, Texas, Arizona and Hawaii, where large
land units have long been the rule. Big canners like Minute Maid, a subsidiary
of Coca-Cola, and Libby-MeNelll & Libby, own an estimated 20 percent of
Florida's citrus groves, compared with less than one percent in 1960. Corporate
farms in California account for 90 percent of the melon crop, 40 percent of
the' cattle sold, 38 percent of the cotton produced and 30 percent of the citrus
fruits. Two conglomerates, Purex and United Brands, now control one-third
of the green leafy vegetable production in the United States, and the list of
other blue chips lately plunging into agriculture, according to the Agribusiness
Accountability Project, includes Tenneco, Gulf & Western, Penn Central, W.
R. Grace, Del Monte, Getty Oil, Goodyear, Monsanto, Union Carbide,- Kaiser
Aluminum, Aetna Life, Beeing, Dow Chemical and American Cyanamid.

Why are major corporations suddenly fascinated with farming, a business
where profit margins are generally small? The motives are chiefly three: land
speculation, ,tax dodging, and the development of integrated "total food
systems." -

Suppose for etample that a company invests $1 million a year of nonagri-
cultural earning in improving a jarge tract ofl farmlandby planting pear
trees, say, or laying irrigation pipes. It pays no taxes on the $1 million, and
can deduct from its remaining taxes the cost of caring for the trees until they 4
bear fruit, and the depreciable value of the irrigation pipes. Then suppose,
as is usually the case, that each dollar thus invested creates a corresponding
increase in the market value of the land. Suppose further that the company
sells the land to another corporation at the end of ten years. Its profit on the
land sale is then approximately equal to the earnings it has invested over the
decadein this case, $10 million. However, these earnings are now in the
form of capital gains, and are taxed at 25 percent rather than 48 percent.
Thus, the company has made a multimillion dollar profit at the taxpayers'
expense. Any income the farm may have produced during this period is frosting
on the take.

Many corporations have their eyes on farming for an her reason: they see
vast profits accruing to vertically integrated conglomerates that control every
stage of the food production and distribution process from raw nitrogen to
precooked souffle on the dinner table. They are aware of the facth-indeed,
they are largely responsible for itthat profits in the food industry go in-
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creasingly to -companies in the food business rather than to farmers: in 1969
only 33 centB out of every dollar spent on food went to farmers, down from
40 Cents two d j es ago.

No single comps i y better exemplifies the corOrate plunge into farming
than Tenneco, for'. erly Tennessee Gas and Transmission. In addition to its
oil, natural gas and ship-building interests, Tenneco controls over a million
acres in California and Arizona, mostly as a result of its purchase in 1967
of Kern County Land Company. It also produces agricultural chemicals and
owns J. I. Case, a manufacturer of farm machinery, Heggblade- Marguleas, a
leading California farm management firm, and the Packaging Corporation of
America.

Tenneco makes money out of its landholdings from all directions. First, of
course, are the tax-privileged revenues from oil and gas that lie beneath the
Surface. Then there is land de'velopment the ultimate stage in the speculative
game. Tenneco has half a dozen major developments planned or underway in
California.. One is the Pine Mountain Club, a 3200-acre recreational commu-
nity in Los Padres National Forest, about an hour's drive from Loa Angeles.
Another 6000-acre development on the outskirts-of Bakersfield will include an
industrial park, a shopping center, a golf course and a retirement community.
One of the company's cleverest gambits was to donate 370 acres near Bakers-
field for a new state college. (Lands for UCLA. and the University of California
at Irvine were similarly donated by large landholders.) According to Simon
Arkin, executive vice-president of Tenneco, the college "enhances the value of
an additional 6500 acres of company land."

It is Tenneqs multi - faceted agribusiness operations, however, that cast the
longest shadow over the small farmer's future. Tenneco's aim, says Arkin, "is
to accomplish integration from the seedling to the supermarket." The company
is already far advanced along that' road. It grows; on magnificently irrigated
former Kern County Land Company farmlands, an enormous diversity of crops,
including corn, potatpes, barley, sugar beets,'cotton, almonds, grapes, oranges,
lemons, peaches, pears and plums. For capital inputs it has its own agricul-
tural chemicals and farm machinery. For processing and packaging it has a
huge new plant near Bakersfield, more than six times as large as a football
field. It is currently testing a brand name identificationaprogram which, it
hopes, will make the Tenneco Sun Giant label a household word in (pods.

Against this kind of competition, what chance daft the small farmer have?
He survives or fails on his crop income alone. He does not have the benefit of
outside earnings, or the luxury of converting current income into future capital
gains. He might wish to expand or to buy more equipment, but to do so he
must use his own money, not.the Treasury's. When local property taxes rise
because of encroaching suburbia, the large corporation can absorb the increase
as a hedge against future speculative profits. For the small farmer higher
taxes simply mean a decrease in the income on which he must live. Nor Can
he recoup farming losses with profits from machinery, chemicals, processing,
packaging or marketing. If he is not paid enough cash for his crop, he is
wiped out, regardless of how profitable the other stages of food production
might be.

Corporations have other advantages over small farmers, including aecess
to credit. -According to a Department of Agriculture study in 1966, corporafp
farmers are able to borrow nearly twice the proportion of their assets that
family. farmers are. Corporations also enjoy the government-sanctioned privi-
lege of exploiting their employees to a degree unparalleled in any other in-
dustry. The federal minimum wage for farmworkers is $1.30 an hour-30 .

cents below the minimum paid to all other workers. And while it is a felony
for ordinary individuals to harbor illegal aliens, it is not a crime for growers
to employ them. Such laws as these not only abuse farmworkers; they also
hurt the self-employed farmer who, in order to compete with the giant growers,
winds up having to exploit himself.

Farming corporations receive further government aid in the fqrm of sub-
Atnong these are payments for reduced crop production. Since farmers

with large landholdings are able to "not-grow" snore crops than are farmers
with small holdings, their subsidies are more generous. Charles Schultze,
former director of the Budget Bureau, estimates the total cost of farm sub
sidles at $9 to $10 billion annually, the lion's share of which goes not to poor
farmers, who need it, but to the corporate, giants. Last year, the J. G. Boswell
Co. of Calif. received federal subsidies totalling $4.4 million ; Tenneco got

3'0



t.

1967

$1.5 million; the Florida-based 1:18 Sugar Company collected $1.1 million; theDelta and Pine Lend Comp. Mississippi bagged $814,000. A. newly en-
acted $55,000 ceiling will redtffe some of the largest handout thfil year, but. the
limitation has too many loopholes (for example, the ceiling is computed on a
per crop and per nominal owner or lessor basis) to be effective.

Subsidies also come in the form of water, delivered to many farmers' door-
steps.by federally-funded reclamation projects. The 'price paid by water usersis well below the -actual cost of delivering the water. Most of the cost ofbuilding dams and aqueducts is charged to the general Treasury and tohydroelectric power consumers.

In theory, federally subsidized water is legally barred from delivery. tofarms of more than MO acres, and to all absentee-owned farms. In practice.the law is widely violated, to the detriment* of the family farmers it wasintended to help, Thus, small farmers in California are now being hurt bythe delivery of new water to la* owned by Tenneco, Getty 011, the TejonRanch, Standard Oil of California and the Southern Pacific Railroad, amongothers. Production of fruits and vegetables from these heretofore arid lands 'will soon flood the market, thereby driving down prices. Much of the samefate awaits small farmers in the Pacific Northwest, where vast Ian% con-trolled by Boeing, the Burlington Northern, Utah and Idaho Sugar, andA.mfac of Hawaii are about to receive federally-dammed water from theColumbia River..
Welfare is another indirect subsidy to large growers, though they're notinclined to admit it. It allows them to use laborers for a few months, then

cast them aside, secure in the knowledge that they'll survive until the follow-
ing year's work season, without having to be paid a living wage. On top ofthis are the millions spent by federal and state governments on agricultural
researcha subsidy that no other industry enjoys. While some of this researchhelps the all farmer, the bulk of it is aimed at breeding crops and design-ing machin -for large-seale farming.

What wi be the future of American Agriculture? If present 'policies con-
tinue, the a sorer seems fairly obvious: the poor will be squeezed, the richwill be subsidized, and in the end only the biggest and best integrated opera-tions will survive. The prospect pleases corporate moguls like Bank of America
ex-president Rudolph A. Peterson, who has called for a program "to enable
the small uneconomic farmerthe one who is unable or unwilling to bring hisfarm to the commercial level by expansion or mergerto take his' land out of
production with dignity." It terrifies small farmers, many of whom are no
less different than their giant competitors, but simply less favored by govern-,ment policies.

One version of what American agriculture may look like can be found in the
February 1070 issue of National Geographic. Here are stunning photographs
of an egg factory near Los Angeles where two million caged Leghorns gobble250 tons of feed and lay one million eggs each day ; a cattle metropolis in
Colorado where 100,000 steers are fattened on formulas prescribed by com-
puter; a $23,000 tomato harvesting machine, developed by the University of
California, that -snaps up specially bred tomatoes for farmworkers to sort
while taped music purrs in the background,
. These photographs of contemporary marvels are accompanied by an artist's

depiction of an early 21st century farm (if that is the proper word) as fore-
seen by USDA specialists. All operations are monitored by one man from a
bubble-top control tower. An enormous remote-control tiller rolls across a ten -
mile -long wheat field on tracks that keep in from compacting the soil. An-. other gigantic machine automatically waters a ten-mile field of soybeans, while
a jet-powered helicopter sprays insecticides. Alongside a monorail track stand.
a pair of skyscrapers for cattle. Behind them are several illuminated plastic
domes containing controlled environments for growing strawberries, tomatoes
and celery. 'A USDA expert outlines some other possibilities: hills will be
leveled with nuclear energy in order to flatten extra-long fields; sensors
burled in the soil will find out when crops need water, and automated irriga-
tion systems will bring' it to them. airplanes, computers and, closed-circuit
TV will be as common-place as tractors today.

A somewhat different vision of the futurenot endorsed by the USDA
can be found in 4.gently sloping field near Watsonville, California. It focuses
on human beingif rather than technology, on giving present-day It'ghish Bul-
bulians a chance to advance themselves rather than be east, into ghetto8
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and barrios. Here -on the edge of the Pajaro valley is a bustling new -enter-
prise called Cooperative Compensina, a farming cooperative formed slightly
over a year ago by four Mexican-American families, now expanded to twenty-
five and still growing.

The economics of the cooperative are relatively simple. There are 140 acres
under lease, with 80 planted in .straWberries and 60 in zucchini squash.
(Eventually all will be planted in strawberries.) To avoid -hassles the land
is divided among the members by lottery, with each family responsible for its
own parcel. Strawberries were chosen as the principal crop because they pro-
vide a high return and are labor-intensive; there is no machine in sight that
can pick them; Each acre of strawberrieS produces about 3000 trays per year,
and each tray sells for about $3. Thus, one acre earns abOut $9000 a year.
Expenses, not counting labor, come to about half that, so each family will
earn about $12,000 the first year If all goes well, plus whatever additional
income comes from the sqUash. The second year, when expenses are lower,
they'll earn more. With four or five family members working steadily in the
field, the earnings don't amount to much on an hourly basisperhaps $1.20
per hour. But total' family income will be two or three times what it was
when they were hired laborers or sharecroppers. In addition they'll have
equity in the co-op, and the satisfaction of being their own boss.

It wasn't easy to get the co-op startedthe initial members had to scrape
up 500 apiece, then look around for credit. The Farmers Home Administra-
tion, a federal lending agency, turned them down. Local banks, under pressure
from a large local grower, were hesitant, but finally Wells Fargo came through
with a $150,000 crop loan, to be repaid after the first strawberry harvest in
1072. All 0E0-funded consulting firm, the Central Coast Counties Develop-
ment Corporation, lent another $100,000, which will be repaid in three years.
With $250,000 in hand, the co-op was able to purchase tractors, root. stock
and chemicals. Now it is in as good a.position as the established growers, if
not a better one; it's the only commercial strawberry producer ill California
that doesn't have to worry about labor troubles. By next year it will be
marketing strawberries under its own Cooperatira Campesfaa label, and its
members see no reason why within five or .six years they can't become a domi-
nant factor within the $60 million strawberry industry.

If the co-op prospers, its members don't plan to hoard die wealth. They
intend to open up membership to as many poor families us the enterprise will
support. "We have a saying in Spanish," says ltefugio Pined°, one of the
founders and now secretary of the co-op. "Aqua que no to Minas, dejala 4eorrer.
Water that you cannot drink yourself, let it run for others."

[From the New Republic magazine, June 10, 1071)

LAND REFORM IN AMMICAIII: Tnn CASE YOB REDISTRIIIIIVION

(By Peter Barnes)

It's hard for people in cities to appreciate the need for land reford in the
United States. Most of us have been so cut off from the land that, through
ignorance, we accept present landholding patterns as desirable or inevitable.
They are neither.

What are the advantages of giving land to the few instead of the many?
Efficiency is supposed to be the main one: big farms, we're told by agribusi-
ness silokesmen, can produce more food at less cost and thus save the con-
sumer money. That same thinking underlies Soviet collectives. What'S over-
looked is that in societies where tractors are relatively inexpensive to own or
rent, economies of scale contrthte to agricultural abundance only marginally.
Beyond a certain point, there's nothing gained by having one vast farm in
place of several smaller ones. In fact, small farms are often more productive
per acre because their owners work harder and take better care of the soil.

Large farms in America are efficient at some thingsthey exeell at tapping
the federal Treasury and exploiting hired labor. Take away these privileges
and the small farmer looks extremely good. As for saving the consumer money,
the chief reason food prices have remained relatively low is not largeseale
efficiencyit is intense competition. Allow a handful of agribusiness giants to
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gain control of the market andNpriees will assuredly rise a lot more than theyhave.
.There isr furthermore, the questiNf how much efficiency, and what kind,is desirable. American agriculture is, if anything, too efficient; its chronicproblem is not underproduction but surpluses: it is the only industry wherepeople are paid not to produce. The argument that ever-increasing agriculturalefficiency is a desirable national goal is, therefore, unsound. Moreover, whatkind of efficiency are we Jalking about? When a large grower increases hisprofit margin by replacing farmworkers with a fancy new machine, he's notdoing anybody but himself a favor. The farmworkers, now unemployed, driftto already overcrowded cities, where no jobs await them either. Welfare rollsand social tensions risetransferring to society at large the Ultimate cost of"efficiency" on-the large farm.

If the advantages of large landholdings (except to those who own them)
are scant, the harmful effects are legion. Several have already been noted:the impoverishment of millions of rural families, and the migration to citiesof millions more, with little'education or hope of improvement. We expect
poor Americans .to lift themselves up- the economic ladder, yet by tutting themoff from productive land ownership we knock out the bottom rungs.

The vitality of community life in rural America has also suffered becauseof maldistributed land. Main Street businesses are not appreciably aided bylarge absentee landowners who purchase their supplies in distant cities, orby underpaid migrants who buy nothing, or by sharecroppers forced to shopat the company store. A study in the 1940s by Walter Goldsehmidt, a Cali-fornia sociologist, found that communities in small-farm areas have a more
Itsizable middle class, more stal le income. patterns, better schools and moreactive civic groups than do corn unities whepe large landholdings predominate.

A recent incident in Mendota, Californiaa town surrounded by large farms
I s explain why. A group of citizens wanted to establish a special taxingriet for construction of a hospital, the nearest one being% 40 miles away.'lime agribusiness giants that owned more than half the land in the proposed,
district opposed the plan, and killed it. Two of the companies Were based inother California cities, and. the thirdAndersnit Claytonwas headquarteredin Houston.

Protection of the environment also tends to be less of a concern to large
corporationswho've been despoiling the American landscape for the betterpart of two centuries---than to'ctsmall farmers who live on their land. Com-panies farming for tax or speculative reasons, for example, seek to maximizeearnings over the short run. They can milk the soil, deplete the underground
water supply or poison the. land with pesticides, knowing full well that, they
will eventually sell. Resident farmers who hope to pass on their land to their
offspring cannot be so careless with nature's gifts. Moreover, small -scale farm-ing lends itself much more readily than does large-scale monoculture to bio-logical pest controla technique that mtist increasingly be adopted if we areto avoid ecological disaster.

If there's little to be said for large landhiddings on sopial or environmental
grounds, neither can it be said that they are inevitable. Land concentration inAmerica, particularly in the South and West, is not the result of inserutable
historical forces, but of a long train of government policies, sometimes in theform of action : often of inaction. English grants to large landholders in thecolonial South, and Mexican grants in the West, could have been broken up
at several convenient historical moments, but were allowed I() remain intact.Vast empires of public lands were given away in large chunks to speculators,
rather than In small parcels to settlers. Tai and -labor. laws, reclamation
projects and government-financed research, ha encouraged large-scale cor-
porate agriculture, to the detriment of independent small farmers and landlessfarmworkers. On .top of all this have come the government's ultimate reward
to .big landholders: cash subsidies, mainly for being big.

Why, then, do we need land reform in America? About the only thing that
ran be said for large landholdings is that they exist, and in the spirit of free
enterprise, ought to be left untouched. This is the strongest argument in favor
of leavitjg things as they are. Land, however, is not like other forms of wealth
in our c onomy, wide!' we allow to be accumulated without limit: it is a public
resource, it is finite, and it is where people live and work. Free enterprise doesnot merely imply the right to be big. It also implies the right to start. As
corporate farms become increasingly integrated with processors and distribu,
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tors, as they arvance toward the teehnologieal millenium in which ten -mile-
long fields are sowed and .harvested by computer- controlled machines, the right
to get a start in agriculture will be obliteratedas it almost is today. Ameri-
cans must decide whether they want the rich to get richer or the Poor to have
a chance. Agriculture is one of the few places where the poor can have a
chance. If it is closed off, if the profits of time few are given precedence over
the needs of the mans, the consequences can only be unpleasant.

There are additional reasons 'why it's time to reform landholding patterns
in the United States. Frederick Jackson Turner talked 70 years ago of the
frontier as a "safety valve" for urban discontent. If ever the cities needed a
safety valve, it is now. Urban problems are virtually insoluble; city residents
seem on the verge of a masa psychotic breakdown. The exodus from thelicoun-
tryside must not only be stowed it must be dramatically reversed.

One approach to the problem:of population dispersal is to build new eom-
munities on rural lands now owned by speculators. -t.Vhis will undoubtedly
happen, but it's far from 'enough. It Is much.mo important to revive existing
rural communities, and to do so by enabling reater numbers of people to
live decently off the land. There is no shortage of people who want to remain
on the land, or return to it, if they could do o at higher than a subsistence
level. Many Mexlean-Americans, blacks and ndians would be among them.
So would many whites wile have become d fined, physically and spiritually,
by city 'living: The difficulty is that the fro tier is long gone. That's why re-
form, as opposed to the4givizt away of un .tticd land, is essential.

Land reform is also needeJ to increase e number of people in the United
States Who are free' This may sound sill in a country that presumes to be
a breeder of free men. Yet ever-increasing umbers of Americans are at really
tree to assume responsibilities or to ke major decisions' affeetlig their
lives. They work for large corporations or government bureaucracies or on
assembly lines. They are not their own bosses, not proud of their work, and
not motivated to exercise their full rights as citizens. Farming has tradi-
tionally been a bastion of the independent small businessman who won't take
guff from-anybody and who prides himself on the quality of his work. But now
farming, too, is becoming computerized and corporatized. Its executives wear
silk ties and share the attitudes of other wealthy exeeutives; its workers are
powerless, dispensable hirelings. If agriculture goes the way of the auto in-
dustry, where will our ind'ependent citizens come from?

American land policy should have as its highest priority the building of a
society in which human beings can achieve dignity. This includes the easing
of present social ills, both rural and urban, and the creation of a lasting
economic base for democracy. A' second priority Should be to preserve the
beauty of the land. Production of abundant food should be a third goal, but
it need not be paramount and is not, in any case, a problem.

To achieve these goals a multitude of reforms should be ea4ried out. First
and most importantly, small-scale farming must be Made economically viable,
so that present small farmers can survive and new ones get started. 'Unless
it IS done, there is no point in changing landholding Patterns to favor smaller
units.

There's no seeret to making small -scale farming viable; it can be accom-
plished by eliminating the favors bestowed upon large farms. Federal tax laws
that encourage corporate farming for tax-loss and speculative purposes should
be changed, even if this means dosing the capital gains loophole. Labor laws
should guarantee a minimum wage to farniworkers equal to 'that of other
workers, and should make the knowing employment of illegal aliens a crime
punishable by imprisonment. Thit4 would put an end to one of the large land-
holders' major competitive advantagestheir ability to exploit great numbers
of poor peopleand allow self-employed farmers to derive more value from
their own labor.

Subsidy programs, too, should be revised to the disadvantage of big growers.
When farm subsidies began during the New Deal, they were intended to help
the Impoverished small farmer. But because they were pegged to total mar-
ketings and total acreage rather than to personal income, they wound up
lining the pockets of the wealthy. If farm subsidies are continuedas they
should be in order to stabilize farm incomethey ought to be strongly
weighted in favor of smallness. No farmer should receive subsidies for crops
grown (or not grown) on laud in excess of a certain acreage, and paymentts
should be graduated downward, somewhat like an income tax in reverse.
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(Per unit payments to individual farmers should decrease, in other words,as the number of subsidised units increases.) Alternatively, subsidies couldbe completely detached from crops and related to income instead. Farmerscould sell on the open market, with federal payments making .up the difference,
if any, between earnings.and a minimum livable income.

Also essential to the future viability of small-scale farming is some protec-
tion against conglomerates. There is no way a small farmer can compete
against an oil company, or against a vertically integrated giant' like Tennecowhich not only farms tens of thousands of acres but also makes its owns farm
machinery and chemiCals, and processes, packages and distributes its own
foods. Such conglomerates aren't hurt by a low price for crops; what theylose in farming they can pick up in processing or distributing or, for thatmatter, in. oil. The small farmer, on the other hand, has no outside incomeand no tolerance for soft spots. What he needs is legishition that wouldprohibit corporations or 10divivals with more than $50,000, say, in nonfarm-ing income !rota engaging in farmingin effect, a forceful antitrust policy foragriculture.

Once small-scale farming is made viable, the second major area for change
involves redistribution of landthe kind of peaceful social restructuring thatthe United States imposed upon Japan after World War II and has urged
upon doiens of other nations in Asia and Latin America.

The guiding principles behind redistribution are that land should belong
to those who work and live on it, and that holdings should be of reasonable,
not feudal proportions. These are not revolutionary eoneepts; America rec-ognized them in the Pre-emption, Homestead an Reclamation Aets, end Ismerely being asked to renew that recognition.

A convenient place to start is with enforcement of the Reclamation Act of1002 which provides. that large landholders in the West who wept subsidizedwet& must agree to sell their federally irrigated holdings in excess of 100acres at pre-water prices within ten years. The Reclamation Act lies neverbeen properly enforced for a variety of reasons. One is that, through' one'
stratagem or another, large landholders have escaped having to sell their
exeess lands. Another is that even in the few cases where large landownershare agreed to sell, their -prices have been so high, and terms so stiff, that
only the wealthy could afford to buy. Occasionally, as in parts of the SanJoaquin valley at the moment, prewater prices as approved by the Bureau of
Reclamation are so out of linehigher, in fact than prevailing market pricesthan even wealthy persons have not seen lit to purchase exeess lands putfor sale under the -law.

To assure not only the sale of exeess landholdings, but also their availabilityat priees that person of limited means can afford, Rep. Robert Hastenmeir,
(I). Wise.), Jerome Waldie (I), Calif.) and others have introduced legislationthat would authorize the federal government itself to buy up all properties
in reclamation areas that are either too big or owned by absentees. The. gov-
ernment would then resell some of these lands, at reasonable prices and on,liberal terms, to small -resident farmers, and retain' others as sites for newcities or an ndeveloped open space. The plan would actually earn money for
the government, since the lands would be purchased at true pre-water pricesand resold at a slight markup. The money thus earned could be used for edu-cation, conservation or other purposes.

Other plans for enforcing the Reclamation Aet are worth study. For ex-
ample, the Oderal government could purchase irrigated' lands In mess of160 acres and lease them back to individual small farmers or to cooperatives.
Or it could buy large landholdings in reclamation areas with long-term "landbonds," which it then would redeem over 40 years with low-interest payments
made by the small farmers to whom the land vas resold. This would amount
to a subsidy for the small farmers who bought the land, but it would be no
more generous than the current subsidy to large iandholderg who buy federalwater:

Of course, land redistribution should go beyond the Westerriareas served
by federal reclamation projects; in particular, it should reach into the South.
Thaddeus Stevens old proposal for dividing up the large plantations into 40
acre parcels is unrealistic today, but an update plan, with due compensationto present owners, can be' devised an implemented.

Another objective toward which new polleies should be directed is preserv-ing the beauty of the land. Reforms in this area are fully con,sistent with a
restructuring of landholding patterns. Thus, a change in local tax laws so that
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land is assessed in accordance with its use would benefit small farmers and
penalize developers. Zoning rural land for Specific uses, such as agriculture
or new towns, would similarly help contain suburban sprawl and ease the
pressure on smalt farmers to sell to developers or speculators. as a result
of new zoning laws the value of a farmer's land was decreased, he would
be compensated for that loss.

An indefinite moratorium should also be placed on further reclamation
projects, at least until the 160acre and.residenee requirements are enforced,
en even then they ought to be closely examined for environmental impact.
Schemes are kieking aboUt to bring more water to southern California and
the Southwest from northern California, the Columbia and even'Alitska. These
plans ought to he .shelved. Federal revenues that would be Spent on damming
America's 'last wild -rivers could, in most eases, be more fruitfully devoted
to such purposes as redistributing croplands.

Policy .changes in other areas 'should complement the major reforms outlined
'above: Existing farm loan 'programs, for example, should be greatly expanded,
so that new farmers can get started in agriculture. Farming cooperatives,

should)e encouraged through tax laws and credit programs. Research fundswhich be a starting point for workers unable to afford an entire farm,
e

spent on developing machinery for large-scale farming should be rechanneled
into extension programs for small farmers and eoopg.

R won't be easy to enact any of these reforms. Friends of large-scale agri-
business are strategically scattered throughout the Agriculture, Interior and
Appropriations committees of Congress, and are equally well ensconeed
the Nixon Administratibn. Small-farmer associations like the Grange, the Na-;
tional Farmers Union and the National Farmers Organization don't have
nearly 'the clout of the American Farm Bureau Federation, the big grower
associations and the giant corporations themselves. The pro-industry land
policy "experts" who formed the, Public Land Law Review Commission that
reported its findings last year were no friendlier to small-scale farming: they
recommended repeal of the Reclamation Aet's 100-acre limitation and resi-
dency requirement, and adoption of -policies favorable to large -scale meehat-
ized agriefilture.

Nevertheless; there are some grounds for optimisin. Many citizens and pubije
officials are coming to realize that rural America ought to be revived, cities
salvaged, welrare rolls reduced, and they see that present policies aimed at
achieving these objectives are not working. Environmentalists who for years
have pointed to the dangers of intensive agriculture and the need for prudent
rural land use, are finally getting an audience. The list of organizations that
have recently urged vigorous enforcement of the 160-acre limitation includes
the AFL-CIO, the Sierra Club, Common Cause, the National Education Asso-

ciation, the Grange and the National Farmers Union. That's not enough to
sweep Congress off its feet but it's a good start.

The ultimate political appeal of land reform is that it places both the
burden and opportunity of self-improvement upon the people themselves. It
can give hundreds of thousands of Americans a place to plant roots, and a
chance to work with dignity. Can we deny them that chance?

Senator STEvENsos.. Our next and final witness is Mr. Sheldon
Greene, general counsel for California Rural Legal Assistance.

STATEMENT OF SHELDON L. GREENE, GENERAL COUNSEL, CALI-

FORNIA RURAL LEGAL ASSISTANCE

Mr. Gm:um?. I thank you, Senator Stevenpn.
With the departure of Senator Taft, I am beginning to feel, as

the final witness, like the band the plays as the audience leaves the
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stadium at the end of the ball game. You never remember what ,songs they are playing. N. I *
Senator' STEVENSON'. I can assure you that lie-will remember those

songs. I think we are all beginning to fade, though, after 3 long days.Mr. GnEuNE. It can be said, I suppOSe,.* about the last speaker
that everything that is worth saying has already been said andanything that is lett unsaid need not be said. But _perhaps there
are some worthwhile 'statements that might be made by way of. synthesis, as well as augmenting the record with some things thatyou don't as yet have.'

I think these hearings tend to shatter some notions that the gen-eral public have, reducing them really, to palaver. One of theseAsthe representation that bigness is equated with efficiency, because
the committee has learned irrefutably; I would say, that the most
efficient economic unit of production is the small farmer.

In my testimony, which I trust you will have an- opportunity to
Peruse, I referred specifically to some studies that were made by
agricultural economists that verify, that point. I have given cita-
tions to these. specific, studies and have given references to the pointS

Another shibboleth that has been bandied about. has been that thereal problem in rural agriculture is the conflict between the farm-
workers' insatiable demand for more money and the small farmer.
That if only these. two conflicts can be resolved in favor of the
farmer, all things would be well.

As a matter of fact, these hearings have discloed that the only
difference between the conditions of the faMily farmer in agriculture
and the farmworker are the respective extents of their indebtedness.
Both of them arc in hock. One of Nip perhaps is in hock for land
and the other for automobiles and tflircost of food and clothing for
his children. Aside from that, they seem to be about the same.

- It might also be.said by those who. want to make a differentiation
that, of course, the small farmer the family farmer, is independently'
superior because he h Was a, piece of land. When we consider the ex-!
tent of his indebtedness and when we consider the earnings which
can be derived from family farmings, despite its efficiency, the -
prudent investor is apelb put his money in a savings bank and earn
more' than he would earn by investing and taking all that, trouble.
So really he doe* have any more than that farmworker who works
beside him. Indeed, the existence of the family farmer and the farm-
worker, the fact they are synonymous in their predicament, is
summed up in this ketsup bottle (indicating). It is produced by
Del Monte, which is a very prominent., vertwally integrated com-
pan y. It costs 35 cents to the consumer, and .the amount of toinatoes
in there is equivalent to 1 or 2 cents for the fanner. And, of course,
the farmworker's income out of that is only a small friction. Never-
thelesS, botlrof them are caught between two bricks, one of whicl
is cost that they can't control and another is a market that the
can't control. Related to that also is the question of credit that is
limited and that they also can't control. V

0 Askle from that, f would just like to' disagree a moment on the -...
unique circumstances of the farmworker. You have heard that the

139-133-72-pt. 3C-23
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farmworker's wageS are on if the annual industrial average. Now,
there is a reason for that. De all the rationalization, perhaps the
principal reason is that the fami farmer is so pushed and his aver-
age hourly earnings are so negligible, as well as the illusory return.
on his investment, that he wants to really pass on his poverty tcy the
farmworker. He can't see the farmworker working for more in the
field than he is earning, and so he pushes the farmworker and he
tries to squeeze him as the only cost component that he can control
in his production.

In fact, the reason why in California there are so many ;illegal,
entrants in agriculture partially is attributable to that circumstance.
It is sad that the farmer, with the cooperation of the. Federal Gov-
ernnient, is creating a market surplus of farm labor in corder to k
depress the wage which the farmworker might normally obtain. You
asked earlier what the cost of this was and what the extent Of it was,
and I prepared testimony on the subject which is submitted for the
record. But I can summarize very briefly.

Initially, you should remember that over a hundred thousand
illegal entrants were apprehended in the State of California in 1971..
At the same time there were 60,000 families of unemployed wage
earners who were receiving public assistance at a cost to the taxpayer
of about a hundred million dollars. At the same time tip to 7.4 per-.
cent of the California labor force was unemployed, representing

---. about 600,000 in number.
When we relate thethundred thousand apprehended as against

those who were not apprehended, we come to an illegal entrant labor
force of 3 to 400,000 workers which conservatively has deprived 0).4
foor, the unemployed, the farmworker of possibly $300 ;trillion. in

-income, annually. .IiinYou asked about the Farm Labor Service previously "this hear-
ing.,I have testimony from Mr. Gnaizda, Robert Gnaizdaovlio is not
able to be,here today, who mentions the Farm Labor Service, saying
it is really conceived for the employer rather than the employee.

I think his suggestion is that it could be eliminated. Certain farmL
ers have concurred in this. But the reason why it is unnecessary ,is
the fact that the Immigration and Naturalization Service, through.
its policies with the illegal entrant and the commuter alien, ip, in
fact, thb Farm Labor Seririce for California agriculture. As a matter
of fact, rather than a gate, more appropriately a revolving door
should be installed on the border considering the policies that apply.

I am frugkated to say that there are many anecdotes, many spe-
cific examples I could relate, the most blatant of which is another
phase of this hearing, that is, the arrogant avoidance of specific
chapter and verse in the- statutes of this land by a public agency
which is,on paper, subservient to the legislative will.

Those specific examples, the, imrnigation law, its intent, specific
language of it, the lan age pertaining to the commuter alien, all
of these things have been gnored as have court actions been ignored
by an agency which has se up its own priorities.

As I say, these elements are related in detail in that testimony.
(The statement referred to of, Robert Gnaizda follows:)
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THE FEDERALLY-FUNDED, GROWER-ORIENTED FARM OR SERVICE:

A QUARTER OF A BILLION GIFT FOR LAWBREAKERS

Over the last decade the U.S. Government, through its

agricultural subsidies not to produce crops's-has proVided

growers such as:United Fruit with alMost thirty billickn dollars

($261855,000,000). And individual growers such-as J. p. Boswell

of Corcoran, California have received more than twentymilliOn

over the last decade not to produce. anything.

The result has been to raise the unemployment rate of

farm workers to an estimated 25%, to abolish small farmers at

a rate of more than one hundred thousand a year, and to raise

the cost of basic staples necessary to the survival of the un-

employed farm worker and small farmer. All this-has been done

in order to ensure that fertile land remains barren.

At the same time, we have experimented with almost dyne

billion dollars ($956,000,000)\) counteract this non-production/li
program trough expensive reclamation projects that insure that

barren land becomes fertile in order to ensure that fertile land

remains barrens

Xt is acare individual that would have the- temerity to

suggest that he could devise a programAthat is more counter-

productive or harmful than the above. AlthOugh I am not
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personally capable of devising a program more absurd, the

United States Labor Department does, in fact, operate and has

.operated for m:gre than three decades a program that is more

counter-productive. It is commonly known as the Farm Labor

Service. It is 100% federally-funded, at a cost of almost a

quarter of a billion dollars over the last decade..

The ostensible purpose of the Yalta .Labor Serviceis to

provide the "best jobs" available for farm workers in accordance

with applicable health and aafp,ty codes. "In fact, its grower-

controlled and oriented staff-provides the best workers at the

lowest wages to the'worst growers, those growers who, dUe to

artifically low. wage rates, are unable to compete in the Open

marketplace for'labor.

The result of this grower capture of a migrant oriented

program is to make the federal bureaucracy an unwitting ally of

those grOi4rs who are most likely to encourage the perpetuation

of the migrant's cycl,of poverty.. The cost-to the migrant is

.an estimated loss of at least one hundred million dollars per

year in wages.

An examination of California's best farm labor office,

ac otding to testimony submitted to a federal court in 1910
(1)

,

doclunents the federal government's complicity in providing a

er subsidy under the guise of a migrant-oriented program.

(1)
250 Farmworkers v. Shultz (N.D. Cal, 1970)

- 2
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According to the depositiOn onfile with the federal court Of

the Manager of the Sonoma County; California Farm Labor Service:

1. "The primary and major purpose of the Perm Labor

Service Office is 't0 harvest the crope." (Dep.

p.

2. None of the.. I5 employees speak Any Spanish;

although as much as 60% of,the workers placed

are Spanish-speaking only. (Dep. pp. 21-3).

3. Most of the basic staff are growers or married

to growers and they frequently refer workers at

unspecified wages to their own ranches without

guaranteeing that they are provided toilets or

drinking facilities as required, by state law.

(Dep. pp. 257-261):

4. Even if as many as 1,000 documented farm worker

complaints are filed against a particular grower

who refuses to provide toilets and drinking

water, workers are referred to the grower.

(Dep. pp. 135-0).

5. The office has a "blacklist" of troublesome farm

workers but does not have a "blacklist" of

troublesome growers. (Dep. pp. 120-133).

1
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6. Even if workers are not paid the wages they are

Promised, the office refuses to verify worker

complainis. (Dep. pp. 60-62).

7. The office never has and'i,s,nnt now providing

any counseling, testing or upgrading of any,

farm workers despite: federal regulation) re-

quiring this. We refuse because no Farm Labor

Office in this state ever has. (Dep.'pp. 219,

222-3).

8. Although California farm workers 137,500 per

year) are injured by excessfveude of dangerous

pesticides; the office dOes'not require or even

ask growers to provide any pestiCide or pro-

tection information. (Dep. pp. 156-167).

9. The office frequently meets with local growers-

It'never has met with any farm workers or visited

any farm Workers. (Dep. pp. 82v 139-141, 115-6).

10. The office gives equal weight to all types of
s .

jobs. A referral for a one hour job is given

thit the same attention and statistidal weight as a

three month job. (Dep. p. 171).

11. Even'though one of our satellite offices listed
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1,073 farm worker referrals in September, 1969,

rY-P1Lweactua\ oduced only four "regular place-

ments" of farm orkers". .(Dep. pp. 236 -237).

12. The official office statistics for 1969 show

more than 30,000 office contacts. An office
. I

contact includes a workek coming to the office

to use the toilet. In terms. ofjobs developed

that were not otherwise.available, our fifteen

man staff, at a cost 'Of over $100,000, produced

only nine such jobs last year. *(Dep. Ex. 2-13).

The only justification for a.federally-funded institution

that sends the best workers to the worst growers and costs these

workers more than one hundred million dollar:: in wages per year,

is that it'produces jobs that would otherwise not be available.

The official Farm Labor Service statistics for the state that

allegedly produced the most jobs conclusiVely refutes this. It

shows that the Farm Labor Service's secondary role is to produce

statistics rather than jobs in order to complement its primary

role of subsidizing growers who. are unwilling to Compete in the

marketplace. .These statistics show the following:

1. In 1966 the California Farm Labor gervice

alleged that it placed.134,000-lak6Workers.

In 1968 it alleged it placed 1,400,000.

This constitutes a tenfelorincrease in two

- 5-

3&3



.4'

1.0

1981

years. The total agricultural jobs in the

area decreased by 25%, however. (Calif. Stat.

Abstract, 1969, at 46).

2. By 1969 the alleged number of job placements

rose to 1.7 million or seven times the total

number of agricultural workers in California

At peak agricultural perfod. .(Calif. Farm
k

Labor Service Statistical Report).

3. In 1969 one tiny border office litruCed"

463,000 job placements. The population of

the town is 9,000 and the total American,

population within 50 miles is 70,000.

(Ex. 198).

4. In 1969 one moderately -sized Farm Labor Office

in northern California had 30,000 office con-

tacts. Anyone asking to use the toilet

constitutes an office contact, according to

the office manager. (Ex. 197).

Q.

S. If a father andshis seven children are referred

to a differen 0 consecutive days, they

will count as 2,000 job'place t (8 x 250),

according to 4e Farm Labor Service* (Bx. 197).
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6. If a father and his seven children are rent

to a job 100 miles from home for one hour

they will count as eight job placements.

(sr. 197).

7. if a father and his seven enildretton ties

dayhaul are referred Xo7ritekame grower for

100 ooasecutive days, it\Wili eomat am $00

jojabacrestents. (kr. 197.148).

8. ome hundred workers axe referred to a

grower Who refuses to pay tke Airtime* wage

and are fired within an hour for requesting

the minimum wage, and another group of one

hundred workers is referred out the same day,

that-will constitUte.200 job plaCemants.

(lx. 197).

9. if a grower on a daily bassist fires the twenty

workers referred by the Farm Labor Seryice,

because they demanded the minimum wage, and

the Farm Labor Service replaces, then daily

for forty days, that will constitute $00 job.

placements. (lx. 197).

10. If a migrant family of ten uses the dayhatil

system for 100 days, they could be responsible

3U5
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for the retention of one full time Farm Labor

Service employee. x. 197-199).

11. Out of a-4634000 job placements in Itperial

County in.1969, the Farm Labor'Service secured

the names of only 530 workers, or one-tenth of

one percent. (Ex.408).

By 1980 the combination of direct Agricultural subsidy

programs that encourage the non-production of crops, mechani-

zaiion and Farm Labor Serviceanti-worker policies may reduce

the migrant worker force to less than 10,000. However, based

on the inverse correlation between actual jobs available and

Farm Labor statistics, the number of. job placements produced

by the federally-funded Farm Labor Service by 1980 could well

rise to one bj.11ion, or-more than four job placements for every

man, woman and child in this nation.

Many former Farm Labor. Service personnel have cOntended..

that the Farm Labor Service actively encourages, in order to..
.

inflote statistics'and satisfy growers, Grapes of Wrath conditions:

"The Farm Labor Office has made it a policy over
the years through radio, TV announcements, and

v various news releases to recruit a large number
of workers for a small number of jobs. In other
words, the Farm Labor offices engage in over-
advertising and produce results that compared to
those in The Grapes of Wrath when thousands of
workers drove hundreds smiles r a small
number of jobs and were ther' orced to

q,
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Compete with each other theeby lowering wages
for all." (Testimony of Frank Valenzuela,
former Salinas area Farm Labor Service employee
and Mayor of Hollister, California.]

O

There is one fundamental difference, however, between

The Grapes of Wrath conditiani that existed in the 30''s and

those that exist today: In the '30's those growers who wished

to exploit the farm Worker did so on their own and generally

inAvposition to federal policy. Today, groweri continue these

practices with the active support of a federallyr.funded Farm

Labor Service staff of 4,000,

Over 1,500 Pages of documentatiow submitted to the

Secretary of Labor on April 22, 1971 allege that migrant workers

"all across this nation despise the Farm Labor Service, believe

it is their enemy, recognize that it is a primary stumbling block,

to employment advancement and self-respect, and desire its

terinination."

You may ask exactly what then enables a federally-funded

institution that produces statistics rather than jobs, lowers

the wages of its primary beneficiary, and serves primarily those

growers who violate the law to survive. Perhaps, the efforts of

this honorable Senate CoMmittee will make it unnecessary for

migrants and their representatives ko ask this obviously absurd

question again.

Respectfully submitted,

Robert Gnaizda, Esq.
Public Advocates, Inc.
433 Turk Street
San Francisco, California 94102
(415) 441-8850

_ 9 _
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Mr. GREENE. The solutions, then, are conceptually simple. If wecan create a climate through legislation and through the enforcementof existing laws which will provide and insure a fair return for theefficient family farmer, one that is commensurate with the return onhis investment, with thekreturn on labor, in urban areas we could
reverse this trend. If we provide increased gain for the familyfarmer, it follows we must provide a similar salary improvement
which is commensurate with the rising productivity for the farm-worker.

We are suggesting a number of specific piovisions which will
eliminate the unfair competition which the conglomerate and thirsyndicate are now milking out of ourlawp ; correspondingly, specific
assistance to the fariDworker and to the family farmer.

Initially, what has to be done is to modify the tax laws. To simplystate it, take away the gain which people are deriving out of theirtax losses. I have, enumerated several specific tangible ways in whichthis can be done. I will be happy to dwell on them if the Senator is
interested. They are enumerated in the written testimony.

Senator STEVENSON. I think if they are in the testimony, Mr.
Greene. I will put the whole statement in the record. You have twoIstatements, if am correct?

Mr. GREENE. That is correct.
Senator STEVENSON. We will enter them both in the record at theend of your testimony and I assure you we will give them our careful

consideration.
Mr. GREENE. Very well.
I would like to elaborate on several of the suggestions, however,

and I think perhaps I won't go into the tax suggestions. You will
have an opportunity to read them. I am sure there is nobody else who
is paying attention at this late hour.

The way for the family farmer and the farmworker to derive in-
come is to focus on the family farm as a basic efficient, unit and also
to provide the technical assistance, the seed moneyond the credit
resources which both the farmworker and the. family need if the
farmworker, particularly, wants to transfer from farm work into aproprietary state.

There are a number of specific suggestions which would curb over-
supply, overproduction, which would give the former better control
of the market than he now has.

One of the ones that we suggest-is national marketing boards. We
suggest that the credit of the United States goverzunent bei extended,
as a loan guarantee, to the small farmer so that le is on a par with
larger farms who have more credit at their disposal.

We suggest that, consistent with Mr. Barnes testimony
Senator STEvExsoN. Let me interrupt at this point if I may.
As a result of your experience, do you have any opinion about the

availability of federally-guaranteed loans to small farmers now in
California? There are such programs on the books already.

Mr. GREENE. There are federally-guaranteed loans to small farm-
ers. The Farmers Home Administration is suppbsed to be adminis-
tering them.

Senator STEVENSON. The S.B.A. also has authority to make and to
guarantee such loans.

306
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Mr. GREENE. The Small Business Administration/
Senator SMENSON. Yes.
Mr. GREENE. I am not familiar with the S.B.A.'s engagement in

the field of small agriculture, because, really, the statutes provide
the family arms sholild be served by the Farmers Home Adminis-
tration. I think they are relatively conservative bankers. They are
not fulfilling the original intent to provide loans to the hard core,
the people who are in trouble.

But, unless ybu resolve the problem broadsicte, rather than 'piece-
meal, and unless you create the cbnditions which are favorable to
small farmers getting together in aggregate co -ops, giving them con-
trol over the market, to/minimize the tendencies of overproduction, I
think you are really not helping by infusing just a little bit more
credit into a sinking boat. That is just putting a cork in a leak. You
have to approach it from a much broader standpoint.

I think that assistance to the farmworkerto elaborate on'a point
that I made brieflyought to go beyond just the conversation about
minimum wage. If the small farmer once gets a fair return on his
investment, on a par with city earnings, it goes without saying that
Federal legislative policy should be striving to provide for the farm-
worker, not simply a minimum wage that is half the industrial. aver-
age, but a wage minimum which is the mean of the industrial average
itself.

Picture this long chain, this long delivery chain, that relates back
to that bottle of catchup. At one end we have cashiers in.air- condi-
tioned Safeway supermarkets earning $5 an hour. At the other end,
in 110-degree heat in the Imperial Valley, back bent, with a short

. hoe, we have a farmworker earning $1.70 an hour 5 months of the
year, without unemployment compensation.

I would suggest that that example, when taken with all the others,
that you have seen today, illustrates the thing that is wrong with the
whole approach that the Government has taken to the agricultural
economy, that is, that those who don't need subsidies are getting all
the subsidies from tint taxes, and indirect subsidies, such as water.

I think the water issue can be focused just by looking at the map
that was presented by Mr. Pefford, I believe, of the California Water
Project, a project that is going to cost the State of California $9
billion over its entire term, winch is going to serve Kern and Kings
Counties in the San Joaquin Valley. I think that the Senator recalls
who owns Kern and Kings County. These ire not counties with

Pacific
small holders. They are rather owned by the Southern

Pacific Railroad; Tenneco, NGo now owns the Kern County Land
Company; Mr. Boswell, who owns most of Kings County; the Salyer
Land Co., which owns the rest of it, and the Los Angeles Times,
which owns, as you recall, some 160,000 acres of Kern County.

This incredible $9 billion expenditure was made by the State of
California for no other reason, considering the existing available
irrigable land and the demands which the markets imposing on
agriculture, than the fact that, had they accepted c6deral water out
of the San Luis project, the 160-acre limitation would have come
with it.

,-That is a pretty big subsidy for companies that d't need sub-
Sidization.



1987

Senator Sr EvEssok. This is something of an overstatement. Therewill be inanylother beneficiaries of that water, including many city,dwellers.
Mr.IGREENE. I think that the evidence also reflects; thatthe city, Los Angeles, didn't require the water, and 'that the basicbeneficiaries, as was indicated, were these Korn County and KingsCounty water users, who are going to get it, incidentally, a the priceof a subsidy within a subsidy, not the amortization of t holewater project price of $35 a square foot, but $3.50 a square foot, thesimple price of transporting the water.
As a lady from Lds Angeles said, the Los Angeles people don'twant the water or tho'burden of paying for it out of their district.They are going to have to-pay $35 an acre-foo.
On the subject of water, lust briefly, I am going to him to wearas many hats as Pooh-bah, because I am winding up, I would like toreally personify the testimony or Mr. Gianelli Mr. Brody and Mr.Pafford, who rather unusually represented that the Federal Recla-mation-Department was construing the laws perfectly well and that,in fact, to their judgment, the law that required a man to reside on .his land- before he could receive water had been repealed at sometime in the past. Those statements were made looking you square inthe eye.
I have, rather, Judge Murray's decision in the case of Yellen 1.7:Mickel, which has been previously referred to. Judge Murray is amidwestern judge who was sitting on the bench as a guest.. You willrecall that Judge Murray affirmed the residency laws.
I would like to quote from that and then proffer this opinion intothe record. Mr. Brunwasser, who represented, Ur. Yellen in the case,is not present. '
On page 3 he ,says, ". . . and no water shall he ,sold to anyone not

occupying, the land or residing in the neighborhood." He is alludingto section 5 of the Reclamation Act which was passed in 1902.On the same page he says, "The plain language hf the OmnibusAdjustment Act of 1926 does not repeal secti. 5 of the 1902 Act ".
the residency section---"nor is any legislative intent to do'so exhibited..in the .act's background."

A

Now. I submit to you, Senator, that that explanation of the reluct-
ance of the Federal agency to apply a basic provision of land reform,because it was disagreeable to the powerful interests in this State,
characterizes the whole explanation and apology for this boondoggle.At the other extreme,,Fou have been treated. to 3 days of illustra-tion of the principle, that those Who need the subsidies, thok forwhom the subsidies were intended by the Congregs of this country,
aren't getting them and have never gotten.them. That is the paradox
that:is presented by these hearings. -

In fact, there are two different, economies in-California.agriculture
today. One of them is based upon turning losses into gains and the
other is based upon attempting to eke a living out of agriculture by
people who have no other choice. In characterizing the, remedies, that
consideration certainly has to be paramount to reverse the role of the
subsidies, so that they tend to affect affirmatively those people who
have no choice and who' have the desire to live, work, and- earn a
decent living out of the land.

e31 j
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If I might, I would just like to return to a couple of other sug.-
.gestions, and these are not the immediate changes which might be '

R ele-in_governmental-policy-or-the immediate-legislative-reforms
which .are so desperately needed to avert the impending disaster
which these hearings so dramatically have, I think, reflected to you
and to Senator Taft.

It seems that the Congress has to go beyond, after rectifying, re-
dressing the imbalance which exists, it must go on and make a surrey"
of all. agriculture in the United States, and out of this survey it has
to figure out what is the best use of the land. Some of this has already
bedn done by agricultural economists. The survey should be na-
tional in scope, just as the market, and the distribution is national.

Senator STEVENSON. What do you mean by survey ?
Mr. GREENE. I tini suggesting that agricultural economists ought

. to look at the country as a whole and find out what is the best use for
the land in all parts of the country. Just as you, said, we don't imow
completely the best use Of the land. We probably' have never put
together a study of `what the best uses are of land as a- whole and,
since kis a comiodity or, a resource which is not unlimited,' perhaps
it's time in this century 'when we are looking very carefully and sur-
veying the finite features of Mars, to take a similar look at the United.
States. When we do this, perhaps Congress ought to get up° same
variable standards for what the most efficient use of the land is in
the region where it is -and ,the most efficient Imit of production, and
then possibly Congress might employ the carrot-and-stick to maxi-
mize that production consistent with market needs. It would do so by ,
providing certain incentives to farmers and farmworkers who were
formed into cooperitiVes and these incentives might be things like
loan guarantees and other federal benefits.

Conversely, for people who (were producing in tin inefficient way,
who had exce,ss 'land, considerably in excess of those flexible norms,

.4 an excess land tax might be imposed. They have a choice of owner-
ship or not, but the tax would tend to minimize the marginal specu-
lative advantage they might derive.

If they chose to sell the land, lust as Congress, is now considering
a law 'which the National Cotilktion for Land Reform endorses, to
buy the excess land over 160-acrrlimitations, moneys might be made
available to buy the, excess land over these variable acreage produc-

, tion standards. That land might be held in trust, iecogmzing that it ..,

really does belong to the fqure, that is, the residual interest, and -.
when it is leased back to gowers,' farmers, farmworkers, it might
be leased back in a way that; is consonant with that best, most effi-

° cient; most productive use. The leases might be madeon long terms,
Nevertheless, they would represent the Tact that the land is a precious,
gust for the people.

Senor STEvEnsoN. You haVe made it point which hasn't been
made before. We have giant corporate and Conglomerate, agri-
business which consumes the land and oftentimes to,the disadvantage
of th% small, farmer.. Land in an amount equivalent to the size of
Delaware yields to the bulldozer every ''year in this country. It is
"being consumed for industrial, recreational, residential purposes.
Without an inventory of' the land, we don't know what we own; we

1
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don't know who owns the land; and, we don't as you have mentioned,have anything remotely resembling, a nati al land use policy). We
needauch_a_policy, not Just for agricultural erica, but for all ofAmerica.

ere are some efforts afoot in Congress 'to try, to ievelop such anational land use policy, but they haven't gotten very far yet.Mr. GREENE; Let's hope that the committee will be able to advancethese efforts through affirmative action.
I would like to conclude with just a couple of remarks, and it willonly occupy another few minutes of your very patient time.
Senator STEVENSON. We will be glad to have them.
Mr. GREENE. Peter Barnes has given yolka view of the future .andI would like to give you a view of the futItre from the past. This isin my testimony. It is an extract of a hearing conducted by the Cali-

fornia Legislature in 1961 on the eisaster that befell the poultryindustry after its vertical integration. I' would suggest that thatdisaster is innhinent in the specialty crops and -in the fruit and the-tree crops right at present, and I think it is imminent.
I would like to quote a couple of things. First of all, in 1959, astudy by the House Agriculture Committee said that the farm losses-in the poultry industry were attributed "to the rapid development

of 'a specialized commercial productiOn within the industry and thetrend to contract farming and integration."
In that 1961 study, on pages 6 and 7 of my testimony, there is a

very nicely put statement that I will just call to your attention. Inthe end -of it it points out and really crystallizes one of the differ-
ences by saying. that after all of these changes the growers were still
not making 4noney, "apparently because the integrator had no real
incentive to 'raise wilolesale prices to the level which would' have
brought his 'hired hands' the profit from sales he has already. taken
on the feed he supplied to them."

Finally, on that same page, I will quite om somebody else. They
point nut that the ErOversity of Califo a exhorted the poultrymen
to get bigger and bigger as an an.sw o this shrinking profits.

The report continues :
t

"And 'poultrymen followed this advice. Profit margins kept shrinking andit took more and more eggs from more and more chickens to supply theoperator family with a living wage."
,1 that isle end of that quote.

A lot of specific testimony has been presented today that says that
is precisely, what has happened in this industry. We-have seen large
producers fall because of the market' and because of the credit con-
ditions. We have seen small producers who are hanging on fordiffer-
ent reasons. Finally, you have seen farmworkers who are making a
-courageous start with assistance and who are making it in this system
through 'proprietary ownership, security.

I would like to say, in conclusion, that the more I look at our
society, I think it is suff9ring the enormous death wish. I think
everything that we manWsst, from the pollution of our rivers, the
pollution of our environment, congestion, the preoccupation with
violence, the law-and-order solutions to crime rather than the anal-
ysis of social implieationb, the fact that our principal industries in
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1 the United States are to produce death mechanisms, essentially mili-
tary production which we dump on all the world as opposed to
dumping, let's say, the surpluses of our agriculture which we could
give away to a greater nt than we do, this death wish is almost
like that which affiie the mandarins in the dying period of China.
It, is like the decay the complicated government of the Byzantine
Empire as it shrunk and sort of turned. into itself with consumerism
and kind of an epicuriainsny;

Ironically last week we found that the administration was .going
forward with a vital contribution to the environment. It announced
the appropriationnot appropriation, earmarkingof $5.6 billion
for a reusable space shuttle.

Senator TEVENSON. It is going to cost a lot more than that.
Mr. GREENE. That is the initial estimate.
Senator STEyENsort. No, not even the initial estimate. The initial

estimate is $61/2 billion. 0 .Mr. GREENE. WOW ! I must have been reading conservative reports.
But this makes no contribution to the environment and it is a fan-
tastic drain on our resources,

Truis grandiosity is related to the co/ossal things that were built in
Rome in the period of its decadence. It is related. to that stone boat
that the mandarins built when they had to defend their 'country
from foreigAln.vaders. ... .

What happens to these societies I am talking about the govern-
mental structureis that they gradually lose sight of what is im-
portant and they lose contact with what the reality is and then give
up. The mandarins disappeared. I am sating this is the context of
the elaborate, excellent series of hearings which yOur committee has
courageously deyeloped over a period of- years. The record is now as
long as several telephone books and is filled with sufficient evidence
to demonstrate just what must be needed in terms of legislation, to
finally redress this horrible imbalance, this inequality in the prb-
tection of. the 'laws which ,befalls the two lower strata of our rural
society.

It is my hope, Senator Stevenson, that you will take these mes-
sages of these 3 days back to WashingtOn and consider that, for the
purposes of affirmative legislation, you:have seen enough, and that
you will take this awful burden on your back;possibly on the shoul-
ders of your colleague, Senator Taft, and present some very affirma-

"' five legislation personally to rectify some of these problems before it
is too late for the family farmer and for his colleague in poverty and
powerlessness, the farmworker.

. Thank yoi4.
Senator STEVENSON. Thank you, Mr. Greene.
I may be a little bit more optimistic than yon....If so, it is because

you and others, some of whom have. appeared as witnesses before the.,
ubcomErfittee in the last 3 days, have joined the fight that men like

Dr. Paul Taylor have been waging for longer than you have.
(The statements and p-artial summary judgiAente submitted by

Sheldon L. Greene follows:)
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PART 1

ILLEGAL ENTRANT LABOR

California agriculture has always depended on cheap

foreign labor. In the 19th century, it Was the Chinese coolie.

Then came the dust bowl refugees who were replacedsbY the

Mexican contract worker, the bracero, the commuter; and now

the illegalentrant.

Agriculture is California's number one bUsinesom grossing

over 4.5 billion dollars n'sales last year. As the corner -

grocery has yielded to the chain supermarket, the family

farmer has surrendered to large semi-automated farm factories

in many areas of agricultural production. Recent years have

seen a father transition, as substantial rboLdings have been

acquired by conglomerates. .Pureit Corporation, for example,

has acquired considerable farM land in the Imperial and

Salinas"Valleys in California. The United Fruit Company,

known for Central American banana plantations and oceangoing

cargo ships, also has an investment in the. Salinas Valley. The

concentration of agriculture in a few major producers is shown

by the fact that 10% of the farmers control 70% of the acreage.
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The significance of this concentration is the'power and

influence that goes with it. u

In the fobd, industry, the hardest job pays the least

money. A wage Of $6.00*.an hour is being paid Supermarket

clerks. Production-line cannery workers earn piece-rate and

overtime which averages as high as $3:70 an hour. Super-

market employees and cannery workers are almost totally.

unionized. The farmworker, however, works seasonally under

adverse weather conditions, is susceptible to pesticide

poisoning and chronic back pain from stoop labox,"yet earns

barely the minimum wage. Farmworkers1 hourly earnings have

for some time been half the national industrial average.

Excluded from unemployment compensation and from the pro -

tection. of the National Labor Relations Act, farmworkers

have only recently begun to be organiied; unions have

managed to organize most of the table grape industry and are

just new beginning to make inroads among lettuce pickers.

k
The Border Violator

The low wages, the lack of job security and the pains-

taking unionization process are attributable to agriculture's

success in obtaining a continuous supply. of cheap, abundant,

often illegal foreign labor. Theldost pernicious and

extensive category of alien labor used by "agriculture is

the b9rder violator. In 1970, Immigration and Naturalization

Service agents identified 317,016 border violators--nearly

100,000 more than in the previoUs year --with over 113,000

-27
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illegal entrants apprehended in California alone. In the

twelve months of fiscal 1971, the figure had climbed to

420,126--up another 100,000 and more.

Since it i1 estimated that iWo or three go undetected

for every apprehension, it maybe concluded that an.illegal

labor force of 500,000 workers competes yith.xesident laborers.,

At a time when overall unemployffient in the United States stays

around 6% of the labor force; the imriact of the illegal entrant

in areas of highest saturation may be demonstrated by the

unemployment rate in California, reaching 7.4% of the labor

force.
-

HarMiTone-Local Workers

The impact of illegal entrant hiring on the Sonora County

agricultural worker, for example, is revealed,by comparative

statistic's published by the California state Employment ServiOe.

for August 1970. August is the initial month,Of the harvest

season, a period Of maximum utilization of-the labor force:

The following graph reveals theworse9ed ci'icumstanaes'of,

the resident worker.

.

Total
Labor Force

Total EMployment

Agricultural
Employment

Total
Unemployment y
Unemployment Rat,/

August 1969 August 1970 Increase

72,400

68,800

. 7,100

3,600.

5.0%

:$54,700

. 70',500

8,400

5,200

6.9%

3,300

1,700

1,300

1,700

39%

Illegal Workers,.
Estimate 1,0400- 1,560

4,

4 -31%



1995

Notwithstanding an increase in jobs in the county, and

a specific increase in, agricultural jobs, the labor market

bulletin for that period reported "Joblessness was at its

second highest August Aevel on record." (Exceeded only by

4967.) The estimated number of illegal entrants working in-'

Sondma County in August 1970 approaches the. increase in

unemployment over he previous year.

In light of the.*ubstantial increase in illegal-emtraet

saturation of,.the domestic labor market teflected by the

concomitant increase in apprehensions (27,000 border violators

were apprehended in Northern CaliNmia in celender 1971- -a

25% increase over 1970), there is mo question that the increase

in labor force is contributed to by the presence of illegal

entrants who displace.resident workers, increasing unemploy-

/went even during the harvest season.

The wetback problem, currently epidemic levels, has

its origin in the beacero program, wTexas farmers refused

to meet even the minimum contract standards imposed by the '

agreement with Mexico. When Mexico refused to provide

braceros because the farmers would not guarantee minimum

working standards, immigration officials simpliopened the.%

gates and let prospective workers cross into the United Statist.

They were thee technically apprehended, and paroled to Texas

farmer* in avoidance of the international agreements. (The

iiractice still continues on,a small scale, for workers
A

detained asl-witnesses in smuggling cases are farmed out to

_Southern Califbrnii'labor contractors.) '

_4-
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The problem is nO-doubt heightened by the fact that,

:.between 1942 and 1963, the period of the bracero program,

4.5 million Mexican temporary workers were exposed to the

relatively high wages paid under contract on American farms.

Government Complicity

The President's Commission on Migratory Labor, which

studied the bracero problem in 1954, concluded,

The United States, having engaged in a program of
giving preference in contracting to thosewho had
broken the law, has encouraged a Violation of the
immigration laws. Our government has thus become a
contributor to the growth of an illegal traffic which
-it has responsibility to prevent.

The Eisenhower Administration agreed. General Swing, an

Army friend of the Piesident, wasiappointed Commissioner of
f

the Immigration and naturalization Service. With a,commit7

ment from the White House, backed up-by resources, he mobilized

law enforCement officers in a prolonged sweep resulting in the

apprehension and return
0

Employment hole

Operation Wetback, as it wa lled, was matched with

affirmative legislation pioviding nalties for persons

helping the illegal entrant come the .United States:

8 U.S.C. 5 1324 prohibited the harboring, transporting,'

concealing or directly or indirectly inducing the entry of

illegal entrants into the.United:States. But Congress, at

.12#

the urging of conservative agrict iral interests ape their

)representatives, provided that. employment and to incidents

of employment should not constitute harboring.

to Mexico of over two million wetbacks.

;5*
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/ In the debates the sponsor of the so-called Last texas

Amendment explained that its intent was to exempt the occasional

innocent employer:.from-prosecution in its application or

nonapplication. Offering employment, no questionS asked Is0

f .surely an inducement. Facilitating transportation from the

. border to jobs, providing sequestered housing an controlled

entry ranch property, in harboring.. But the employment

proviso has given.carte blanche to agricultural employerssr
q,,

td1openly contract foi and use Illegal entrants for year-
.

round and seasonal work. .Mindful of adverse political reaction

anal apprehensive. of the implications of the employment proviso,

Border-Patrol officers return again and again to ranches of

blatant offenders' during working hours and-pick up a fraction

of the workers found in the fields, but employers are never
0

cited and their agents arc seldom prosecuted.

'A recent axampid, which_ attracted the attention of the
r

- national'press, waira raid on the Los Angeles food processing

plant of United States Treasurer-designate, Ramona Banuelos. fp

No formal action was taken against Mrs. Banueloi, although

five previous raids haj netted illegal entrants in the employ

of her cpmpany.

Growers Openly Use Illegal#

A flagrant example of the use of illegal entrants by

major agricultural employers, and illustrating half-hearted

enforcement., was recently documented by former employees of

04'
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the Coit Ranch, a 1000 acre table grape farm near Fresno,

California.. Resident employees walked 'out when the ranch

Owner refused to acknowledge demands for better wages'.

Johnnie Witworth," a former foreman, tells the story in his

own language, ". . .Every Coit pickup has a radio and when
0

they spot the Border Patrol they first call over the air

to every other truck on the ranch thajt the Border Patrol is

heading in whatever direction ituiu going.and to hide all-

the wetbacks. If there is time, they tell them to scatter and

. hide in the fields. If they don't Wye a hiding place where

the men are working, they carry them in CoZt's trucks to

the n&areet hiding place, even if it is on someone else's

land. The radio reaches the shop and the machine room and

the welding room and the wetbacks are told to hide. I have

/seen this happen about nine times.

"One morning I petsonally counted 139 men in the field

that I knew were wetbacks who got away. The reason I

know they are wetbacks JA because I have worked with every

one of them or 'have'ween them run when the Border Patrol

came and the wetbacks hide." A

Witworth confirms that the Border Patrol never bags

more than a few of the ill gals. ". . .The most illegals

I have seen caught at one ime Were 13. On the day they

caught the 13, approximately 85 illegals were working there.

The planes come in at night and I suspect the wetbacki
4

come in On them because they replace them so quickly."

881
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Bordei violators work steadily but local farm workers

ate rejected. WitwOrth reported that, he saw seven resident

tractor drivers turned"away at a time when 13 tractor jobs

were held by illegal entrants.

The indictment of the Border Patrol is equally stinging.

Witworth states, "In the last part of.Aprif when it was still

cold, the Border Patrol came in a station wagon with two

officers. It was 5:00 p.m. and I was working with eight to

ten wetbacks, when the Border Patrol pulled up to a tree

near us. The irrigation foreman. . .took ttle illegals

away in a white ppit pickup. The Border Patrol was sitting

by a tree watching us about 300 Net from where they were

and did nothing to stop them or try to catch any of the.

. wetbacks. I have never seen the Border Patrol step and talk

to tractor drivers during a raid. Sometimes when the Border

Patrol comes in the ranch from Adams Avenue the spotters

don't see them. When that happens, the tractor drivers don't

run. They continue to work and the Border Patrol drives on

by. . .Along about the first part of June, I was returning

home from work on the Coit Ranch. I saw a Border Patrol

car parked with one man at the corner of California and

Highway 33. I stopped and asked him if they were raiding

the'Coit Ranch. He said +Yes.' I told him he could catch

all the wetbacks by hitting the clock on the ranch at 5:40

a.m. on any given day. He told me to mind my own business,

that he knew how to catch the wetbacks."

3 trz



U.S. Won't Prosecute *

Consistent with the attitude of the Border Parolr no pros-

ecution of Coit personnel has resulted although the multiple

affidavits showing clear violations.of $1324 were presented

to the Federal Attoi'ney's office.

The Witworth affidavit'is corroborated by 10 other

formet workers. and an attorneyi'all eye-witnesses to one

or more Border Patrol raids. The documentation of

illegal entrant use on the Coit Ranch is unique since

domestic workers, easily intimidated and fearful of black.,

ball by employers, are reluctant to speak.

Although a decade has elapsed since the Texas incidents,

the scenario has not changed; "employers.use alien Workers

to displace domestic workers and prevent unionization while

federal officials passively cooperate. The fail *re of the

.government to hold employers responsible has compelled resi-

dent workers and their attorneys to take the initiative in

the courts. A.suit filed against multiple employers of
.

illegal entrants including Fresh Pict Foods, national dis-

tributor of frozen foods, is one such case. Colorado farm-

workers charged Fresh Pict, a major national supplier and

other farmer defendants with using illegal entrants in lieu

of resident workers. One worker,Alfonso Flores Huerta,

charged that he had worked for one defendant since 1953. He

agreed in June, 1970, to weed sugar beats for $10.50 per acre.

383'
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When he- arrived at work he found a crew of illegal entrants

on the job and was told that he would not-be needed. The

Complaintslso alleges that illegal entrantsxleOress wages.

Resident farmworkers were 4bften compelled to work for under

$105 an hout in 1969..

pther examples abound Zuckerman Farms. for example

raises asparagus on an island in the delta of the San-Joaquin'

River which empties into San Fran;isco Bay. The rich river,

bottomland la reachedby a 'bridge, built by the California

Highway Department. Access to the island is controlled by

the groWer. Illegal entrants have been steadily supplied

to Zuckerman Farms by one labor contractor. The Workers
ee

Jive on the island in housing built originally.for braceros

and selddh leave. Zuckerman Farms has always been a fertile. -

source of illegal entrants fot Border Patrol'officers even

though spotters regularly provide warning to illegal entrants

that work in the fields. Illegal entrants are regularly

employed to harvest asparagus in spite of the farm's proximity

to Stocton, one of the highest areas of impacted unemployment

in the nation.

Illegals Abused

Despite the high payi.life is not rosy for wetback

workers. In Washington in the Yakima Valley suppliers to,

Del Monte are reported by the Center for COmMunity Change

38i
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to actually physically abuse illegal - entrants, driving

them at an intense pace under pain of apprehensiontand

depoAation. In CIy

workers maintains a

ing a regular user of Illegal' entrant

spebial dormitory for thoseWho are less
1

active Border Patrol officials regularly raidthat'dormkf

.ory but nevritouch the one where the good workers live.

Bocause.they can be,:pushedtothei.Z physical limits without

complaint, live on the ranches and make no tronble,.the

violators, often get the p0.1-time jobs. working` the Cultiva-
.-

tion cydle from pruning in, the winter through springtime-4/4:1-
,

nihg, and finally the summer harvest;

Urban Employment V.

But illegal entrant use has not, is not, and never

'has been restricted to agricultural employment. They canbe

found in equal numbers in cahneries,or in urban employment

where they work as furniture makers, garment workers, dish-
.:

washers, bus boys in a spectrum of invisible menial jobs

paid marginal wages. In 1954, 331,000 illegal entrants

were apprehended in the City of San Antonio. In the spring

of 1970 apprehensions in Los Angeles were at the rate of

400 to 500 per aay, 90%jof Which were employed.

.

..Poor Enforceptent
.

(ExploitatiOn of illegal entrants by employers is
0

matched by an ambiguous, record cf federal lawenforceMent.
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On the affirmative side, abOut50 million dollars, half the

budget of the INS,- is speht On the identification and expul-_

sion of immigration vidlators. ,The bulk of the Border Patrol.

is allocated. to areas contiguous to"the Mexican border where

the preponderance bf the violations °Cour. The expulsion of

almost a quarter of a million violators in 1969 is indidative

of &certain earnestness and efficiency.

IA.apprehension alone could, be equated,With deterrence

the program would'be effective, but regrettably, such is

not the cage.' Ostensibly in order'to minimize the costs of

detention and to avoid prolonged 4earings; illegal entrants

are returned to the border with dispatch and An a matter of

daye'are.placed on chartered buses Which transport them to

their home regions. in Melado at government'expense.
Jo

Statis-
.

4 -
tidally only one in 200 illegal entrants, all multiple

returnees or those involved in smuggling, face criminal

prosecution. . Less than 5% are subjected_tO formal deportation

proceedings, although'that administrative procedure usually

is a formality, a ten to fifteen Minute process.

Short of economy, the expedient rdturn policy has little

to command it and is in fact the7reversal'of the effective

detefition policy of Operation. Wetback. In the.Fifties, because

of limited transportation facilities, illegal entrants waited

without work in camps'forj matter' ,of Weeks. Many:'finally

endured a leisurely, if uncomfortable voyage to Matatlan in

a converted freightAr. The three-week detention time is

,

4



;
4

said,by.iMMiqration authorities to have
t

been-7a substantial

deterrent t6'retdrn.

In contrest,'-a quick trip home to see relatives at
I,

federal governMent expens0 has.little deterrent effect.

If anything, it is an incentive. to bmployment.in the United

States. It is moreover subject to abuse. Recently two bOrder

violators were apprehended in the United 4tates before the
.44

bus ,tiaq reached its:destination in Mexi0o..,Drivers are),

similarly known to make the return trip to'the borderakth a

load of. *are re that the only FISk is trhat- .._

. .
0 . ,

of apprehension and return, enterprising Mexican nationals"

don', hesitate to cross the, border, lured by jobs which,- pay'

4 up to 15 times the It.41exican wage.

Immigiation authorities explain that,civil rights law '

g and the potential of multiple prolonged deportation hearings

.stimulated by immigratiOn lawyers are further reasons for
.

the expedient return policy., The validity of this,suggestion

is' untested. Agents Seldom make a mistake in'"detaining*-

.4

persons who are lawfully. in. the country. Mistakes.-dre-prOMptlY-

rectified:' Moreover, illegal entrants seem willing to./

yoauffar4ly acknowledge that they.are unlawfully in

country. First offenders would certainly dos() in return

for a waiver. It is questionable whether they.wouid acce4

a ,delay in coming_to trial and at the same time be prepared

to pay several hundred dollars in attorneysl,feeS on a flier'

that they could vossibkremain in the:Country,

-13-

381



4

-, ..'

e
f--.

The failure of the current policy.to deter entry reflects
i. ,

. .

eitiher complicity or an urgent n4Ato<change it or both..

'. .

A lack-of funds is an insufficient' ground if public officials
. .

fail to regAest from Congress4the needed resources: The

influence of lobbyists who_ illegal entrants is both.
invisible and apphrent. In California.support fat illegal

.4.

'-------.,:entrant use is strongest in agriculture, the most influential'

ind?stry ih the State.
.

Abuse of Visitor Passes . ,

,The illegal entrant problem "is magnified by a further

,concession to the willful or indifferent employer of - illegal_

OtOnts which exceeds the prier collusion withTeXas farmer".

The immigration laws. provi4e.for
1
the issuance of a pasp which

...

authorizes an,alien resident of a contiguous country ,to enter

the United States for a maximdm of 72 hours within 25 mi'.es .

of the border. This pass, the'I-l86, issued to over two
. .

'million visitors for business or ileasure in lieu of a'visal

is intended to simplify procedures and to recognize the

inter-trelationshaspv of contiguous communities graddling

the borderr. There is evidence, however, that it has instead

become an exPedient document ofadmission for persons who

come to the United States to seek employment.' Paps-holders

cross through regular inspection points then return the

V-186 to Mexico by mail and proceed beyond the'25-,mile limit.

If apprehended they claim illegal entry toavoid sevocation
. .

*1.133 O.72 Pt.3j-2,2 888 0
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of the 72-hour pass. Despite the likelihOod of abuse, the

border crossing card is issued 'without dukatibn. No finger-
,

prints are taken of'applicants for the I-186 pass. Nor

does the INS take the trouble to obtain fingerprints, of

for the purposes of revocation. Nor are border, violators

detained lonOmough in most cases for search of records to
1

. determine that apprehended border violatorsare also bosses-

P

serEi'of the IT186. The provision of the law that requires .

the alien to carry his entry documents is not enforced,

Moreover, nf the two and a quarter million. passes 0

p'vsentlY outstanding, substantial numbers have been issued

,
tokpersons residing in areas remote from the border with

illegal.entrantd-apprehended by Them. Therefore it is

difficult to match aAlehended aliens with INS card holders'

.iittle'likeiihood that the card 'would b6 used other than

to facilitate entry for employment.purposes. Fourteen

thousand such cardfi are issued each'month, the Immigration

. .
.

and NaturAlization -Service is not 'fully. to blame for this

gap,'for control of issuari-cis largely in thehandS.of,

State Departmentconsular officials whese,priorities possibly

. do not'include the protec ion 'of resident lowineeme workers

in the' United States. Th initial,establishMent of the

1-186 is an alternative to a Vasa, the'apparent laxity in

isaeance, the lack of duration and the failure to.revoke

'greater numbers, all reflect the creation of a back door

bracer° prOgiame't6 benefit .emplQers lit the expense of the

. .

residenI poor. 4

o

0
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-smugglers and.Mari3nana

Those who don't have a paps)rely on expensive smugglers.'
o .

Smuggling has increased alarmingly in recent years and is a

profitable bUsiness. illegal entrants are often transported

by the truckload at'"a cost"ofitr& to.threithundred dollars

-per head. Illegal drugs are sometimes brought along to .

incipase profits. The undergrouhd railroad of agepts starts

with the hustler in the Square of Juarez and ends in a.

Spanish-speaking employment office or' ybor camp'far in the
P.nterior.

Ap,Preh smugglers are prosecuted consistently.but

receive nominal jail terms or suspended sentenctes:1 Common

two-dr three monthRentences belie the serioilsnessof the
.

problem. Not only does the smugglerlake jobs away from

American. workers but the high price he gets for thA- trip

across thg.border carries no gnarant0 of wori:Or Oren arrival -.

For many illegal entrants their expecte-4.°ns are aborted ,hy
. .

the Border Batrolwhich maintains regular traffic.,inspeltions

on prirycipal roads leading away frok the bord9r. Some meet

death as did six wetbacks when the truck in'Gkich they were

being transported turned over as the driver attempted
4

to outrun the Border Petra..
k.

Legal Process Ignored 1-

Although the bracerb program was terminated;; As

indicated, in. 1963, Congress'nevertrielessipiovided'a

legal meat for obtaining workers 'in the event that the

vt.



domestic labor supply pro ed inadequate. (8 U.S.C. S 1181(a)

c- (15)(H)(ii))., Consistent ith the statute, regulations

adopted by the Department of Labor (2% C.F.R. 560.3 -6, 20 C.F.R.

mi
0021 established co9ditions for the importation of perma-

nent or temporary workers to minimize harm to resident workers.

An employer requesting a certification authoriking the use

of a specified number of temporary alien workers must first

demonstrate to the Department of Labor thitt he has made a

substantial effort to recruit domestic workers without sus-

. cams.' He must have offered housing, Workmen's Compensation .

Insurance and a guarantee of ,at leant three-quarters of the

work days of the period of employment at an adiierse effect

minimum wage. 'The eMployer must also demonstrate conformity

with state and local health, housing and wage and hour laws.

Ib must be shown-that the workers will not be used to inter-
.

fere in labor disputes. Finally, the applicant must not

during three years prior to certification have employed

illegal entrants "unless the employer demonstrates that

he did not know, had no reasonable grounds!,t0 suspect, or

coulanotby reasonable ipuiry have ascertained that the

alien worker wasnot lawfully in the United States." 8 U.S.C.

51184(c) C.F.R. $214.2(h)(ii) impose the affirmative

duty on an employer ho petition the INS for prospective

alien workers and to first obtain a certification from the

Labor Department that the domestic labor supply,A inadequate.

0

6

;
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Until 1967, the Labor Department officials in California

regularly certified the impartation of thousands of braceros

for use at the harvest peak, based upon questionable compliance

with these regulations; Litigation'Tiled against the Labor .1

Ipepartgent in 1967 resulted in enforcement of the regulations
.

and the denial of further applications.: since then, the4

employers have universally ignored the petition process,.

circumventing it through the importation and
0

use of illegal

entrants.

No help From Court's.

The courts have failed to provide resident workers with

relief from the illegal entrant blight. A state court of`

appeals in a definitive decision acknowledged that workers

have a right to sue employers but refused to grant an.InjunctiOn,

blaming the "self-imposed impotence of our national government"

for the failure to bisr the illegal worker from employment.

(Diaz v. Kay-Dix Ranch, 9 C.A.'3d 588, 88 Cal.Rptr. 443 (19703):

State Legislation Enacted

In the fall'of 1971, California became the first 'state

' to prohibit the knowing employment of illegal, entrants when

it, has aadverse effect on resident workers. The measure

provides a penalty Of.$200 to $500 for each offense, and

further provides that the criminal sanctions shall not be a

bar to a civil suit brought by displaced workers. The new

law, Labor Code 5 2805,' passed the legislature with bipartisan
,

.

\
support,' was signed by Governor ReacolLoyqr the objectlen of

powerfUl manufacturing and agricultural lobbies, and tikes

effect FM-Ire/try 1, 1972.

-19-
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PART TT

ADMITTANCE OF COMMUTER ALIENS

The history of admitting illegal entrants to iccomodate

employers has ids counterpart in the growth of the commuter

worker. Despite high unemployment' in ,the United Statue, the

Immigration4and Naturalization Service admits a minimum of

50,000 non-resident aliens who regularly enter 'the country

tf'
without a valid visa, solely to work. Called scominuters,.

these aliens were at one time issued a permanent residence

visa but continued to reside in a contiguous foreign country,

entering :the United State., daily or seasonally, although
0

their visas expired four months after issuance. The extra-

ordinary anomaly is that tle commuter is permitted by the INS

to enter without any statutory or regulatory authorization

from Congress.

In1968, the Department of Labor completed an intensive

study of the impact of the commuter on the domestic worker,

for.the Select Commission on Western Hemisphere LOMigration.

The study showed a conclusive Correlation batWeen low wages

and unemployment and,the use of commuter workeri. As with

wetbacks, the survey showed that "'commuters work most often

-19
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in the lowest skilled, most menial, and lowest paid jobs;

seasonal'farm work, maids, kitchen helpers, sales clerks,'
. .

sewing machine operators." Wa4Cs in Texas border areas where

commuters are used were more than 30% under the rest ofthe

state. ""

Similaz concluSions were reached in the6Imperial

the rich California area contiguous to the Mexican border:

Unemployment was found to be ,twice the average rate for the

entire state. The strk testimony of IsarMworkers confirms

the conclusions of the Select Commission: On their return

from seasonal work in the. north, e commuters displace

resident Imperial Valley workers: Moreover, as the commuters'

return, employers offer 20 cents less per hour.

The commuter's, sole authority for entry is a Forth I-1W,
o

Alien Registration Receipt Card (commonly known as a "green

card," although blue), issued by'the IMMigration and Naturali-

zation Service as an informal document of entry. Considering

the tangibility of this group, and its material impact on

'domestic workers with whom they compote, it'is extraordinary

that the INS has permitted, the practice to cont4ue, although

the last regulation indirectly.authorizing commuter entry

was rescinded by the Agency in 1952. In fact, current regu-

lations limit the use of the 1-151 for re-entry to an alien

Who is "returning to an unrelinquished lawful, permanent

residence." (8 C.F.R.'5 211.1(b][1]). One provision of the

20
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regulation even-expressly'excludes any green-card holder

who is entering with the intent to work at the situs of a

labor dispute.,

.

The regulation,. if not,the practice, is consistent with

8 .U.S.C. S 1181, its statutory' basis. Until 1965, tenuous

- language in that provision afforded at least philosophical

justification for commuter entry. Subsection (a) then permit-

tad, and still permits, admiision of a person oniy.if he has

a velidl Unexpired immigrant visa." Subsection (b), however,

provided that "aliens lawfully admitted for permanent resi-

dence who depart froM the United States temporarily" could

% re-enter on presentation git informal docuMents of;entry, such

as the I-151. The INS reasoned that the commuter, having,

once been acco&ed the."privilege of permanent residence,"

was still.entitled to enter the country.

In 1965, Congress deprived the INS of that rationaliza-
.

tion. The ensuing change in 8 U.S.C. S 1181(b) was, of course,

a minor facet of a new immigration law which replaced the

national-origin quota system with a Labor Department affirma-

tive certification process limiting the entry of alien workers

to those who might be absorbed without damage to the economy

and the resident labor force. By the change, Coh4ress

indicated its intent to strengthen "safeguards to protect

the American economy 'from job competition and from adverse

working standards as a consequence of immigrant workers

entering.the labor mirket."

-21-
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4
.Under the nab law, each prospective entrdat had'to

obtain a certification from the Secretary of Labor that the
0

:supply of workers in the field in which he mould be employed

was - inadequate, and that his entry into the 'labor maabt

would not adversely'affect,the wages and_werking conditions

of similarlf-employed local workers.

The previously-mentioned change of 8U.S.C. S 1181(b)

served the Act's purposes in eliminating,the very langqdge °

which the INS claimed justified'the admission of commuter'
aliens. As amended, 8 U.S.C. S 1181(b) restricted informal

entry to "Letlelinrinijant's"--defined
in 8 U.S.C.

S 1101(a)(27)(8) as "an immigrant lawfully admitted for

pisimanent(espence,-who is returning from a temporary visit
r ,

abroad.",,The statutory definition ©f residence, 2
as the ,

'"place:of general abole . . . his principal, actualidwelling
e

place in fact, without regard-to intent," road with the

amendments to S 1181(b), urrambigubusly excluded the commuter'

worker. No distortion of the English ladguage could result

in finding that tie commuter was entering the UnitekStaten

after a'temporary isit abroad to return to his principal,

Cacactual dwelling p e. RattC, the commuter wan'simply

].saving his foreign home, entering the United.Otaten simply
1 1 , .to work.

1.
. 8 U.S.C. S 1182(a)(14). The pre-196501anguagb had pew-,mitted the entry of imigrants unless'the Secretary of Labormade a finding of harm to local workers (Act of June 27, 1952,

66 Stat. 182, ch. 477; titl&-2, ch. 2. S 212).
2

U.S.C. S 1101(a)(33).

(

-22-
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1
After ,1966,.the commuter was not simply lacking' in

-04

.statutoryaUthority; rather,4the practice was prohibited.,

Why, then, did4the INS'dontinue the policY? .The ComplexitalfOf
0

abruptly terminating the'entry,privilege Of so large a qilass.

is one explanation. Another tat the INS continued thNi

,Status to provide a SlibstitUte fOr the terminatedbracero"

programa '-The'connection between brac-ero-using, faimers and

the commuter has been desdribed by ObSerVers. California

'farmers provided multiple offers of permanent emiloyment

to braberot,:facilitating the issuanceOf permanent - residence

visas..4Thousands of labor certifications were issued on -false

representations'by agridultural employers that pervnent-jobe

were available to the applicants'. .How'mauy green:cirdi were

issued un4t these circumstances is conjectural.: As statad,

the.INS'has,identified:50,000 aliens' who are:recognized as
.

.

A.
commuters by 'a grommet through. their identification chrds.

Those %%k° have possess essentially a mere

pe t to work 'in the-United States. They must provide proof

of c'ontinued employment in-the United 'States every six months.

If a commuter ceases to be employed for.a full six -month period,

his privilege of entry is deethed abandonedand-he is excluded.1

Significantly,.no matter'how long the commuter has, the

lege of permanentreaidehce, he will-bedenied.the right to

naturalizatiOnunless he first establishes actual resident;

in the United States for a full five-year period,..
2

1Matter'..of iItNDec. 209 (1958).

2In re Correa, 79 F.Supp. 265 (WD. Texas, 1948).
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Litigation Fails

predittaBly, organi2ed.labor has'twice,attempted to

-litigate the commuter out of existence. When commuters were 1

.used to break a strike at a TeXas meatipacking plant, in 1960;
A

k+ the meatcuttert uniOn successfuliylobtaineda.Certification

Of a labor, dispute .from the SeCretary of Lgbort which liro-

bibited thefuse of alien workers in-the struck plant. The

INS, hoitever, refused to,apply the certification to exclude'

commuter Workers. The union then went to:court, obtaining

an injunction,to compel: their exclusion.)

The qourt,determined that commuters met none of the

statutory definitions of
4
'immigrant, and were thereforenon-

.

immigrants, as defined in 8 U.S.C. S 1101(a)(1)(11)(ii).
.

The court conCl uded that to admit the commuter to work at af .

struck plant would "make a shambles" of 8 U.S.C. S 1101(a)
4'

(15)(B)(ii), whicliwas enacted. ".to 'assure strong safeguards

for American labor."

Amalgamated Meatcutters 'should Lave resolved the

questionif not at the trial court level, at.least.on appeal.

'However; the'XNS chose not to appeal the case* Similarly,

, they chose not to observe.it, limiting the scope of the

'opinion to the specific Texas laboi'dispute, whic'h had ended.

Not content with the outcome of Amplgamated Meattutters,

labor licked its wounds and tried again in 1964.2 This
-

time. the Coin fell ow the other side, and the court ruled
.

a

-AmalgaMated Meatcutters and Butcher Workmen V.Rogers,
111P.Supp: 114' (D.D..C. 1960).

2
Texas AFL-CIO v. Kennedy, 330 F.2d 217

.
-24- 6
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that theounion lacked*even standing to challenge the commutes`

policy. While avoiding the case' the merits, the judge
l

, .

nevertheless criticized t viOus decision, asserting that
_ .

it was not good law. Reasoning tat the 'status of th6usands

of commuters could not be adjudicated with respect to the -
.. ,

entire class,.theopinien.Seemingly implied-that due-process

w-
a
ould,riquire individual exclusion prOCeedingis,. With that

defeat, the unions gave up, not exploiting Se 1965 change

in the law which the Labor Department failed tb note and

,

the INS "failed to,publicize.

On possible reason for the comkuter opponents over-
. ^, P

,lookidg the A65 change in the lawwas the way in which'

it was presented in'the House comment on the bill. The'

Report stated thatl 1181 was amended to "broaden the

authority of,the' Attorney General to weigh documentation

required of a returning Tesident alien.* Anyone who read

that statement who was not facile in the definitions of the

immigration laws would not readily perceive that'the broad-

ening of the Attorney Generglis-authority applied to

"returning residents" and,by definition was not applicable

to returning non-residents. TO.reabh that conclusion, it

was necessary to turn back into legislative history,. to the

initial committee hearingson the bill.
1

1Rearings on a Study of Popelition and Immigration Problems
Subcommittee on Immigration, House Committee onthe Judiciary,
88th.Cong., 1st Sess. 163-169 (1963). '

.40
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The then General Counsel of the INS explained the

pdsition of the agency--that the commuter was an immigrant,

having been accoidedLthe privilege of permanent, residence.

Counsel to'the Rouse Immigration-Subcommittee disagreed:

, An immigrant who came here from overseas, estab-,
lished a residence but left his family behind and
is going abroad to visit that family . . would
be, in my opinion, a returning immigrant when he
comes back, regardless of how* often he makes thetrip. But what is different- is the commuter who

alias not established residence here and therefore is
- not returning thereto.

The INS -General Counsel then cited the former language of

8 U.S.C. S 1181(b), explaining that.the authorization to use

the green-card *doesn't refer to a visit. It talks about

departure. .. ."

/he Committee took note of the reasoning, concluded

the discussion .but changed tha'language of .8 .U.S.C. 1181(b).

to. delete "aliens laWfully admitted wilt) depart temporarily"

--the very language relied owhy the INS. But in depriving

the Justice 'Department of the latitude to adMit commuters,

the Committee at the same time intended to-clarify the

authority of the Attorney General to permit the, use of

informal entry documents, as the comment to the amendment

to the section indicated. The INS General Counsel tied

previously testified correctly that S 1181(b) did not

expressly authorize resident green-card holders to re-enter

without the "valid unexpired immigrant visa" required under

S 1181(a). The change in subsection 1181(b) therefore

corrected that ambiguity, authorizing the use of the green

-26 -.
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card by res,td9ezft imMigrantql but, consisaht With th

.

earessed easoning of the Fommittee Counseliprohibited

its uS by eon-resident commuters.
z . .

The cOnclusion'is inescapable, that the Committee,'
6.

havin1 disguised theAmalgamated Meatcutters case'

with th0 INS General Counsel, intended to and did in fact

ratify the rule of that casein its entirety. The court.

had determined that "returning .lawfully domiciled resident
!

aliens" were peroitted:to enter the.United.States in spite

of the Labor,Departmehesprohibitory certification, but

that commuters had no right of entry. The'clarification

of the language agreed Completely with both premises of

the Amalgamated Meatcutters' opinion. The Committee

was remiss, however,in failing to discuss the impact of

the change in the.House Report. But tliS failure-is not

fatal, for the language of the law, lacking in ambiguity,

requires.. no explanation. The INS largely 'ignored the

change, bUt nevertheless expressl'amended its regulatiOns

to bar the re-entry of a green-card holder whose purpose

was to seek,employment,it the situs of a labor dispute.

In 1968, both the exclusion of the commuter Strike-
_

0

breaker and the indiscriminate admittance of the commuter

were challenged in litigation--needless to say, by adverse

plaintiffs. In the first case, eleven commuter aliens,

excluded, when they attempted to enter the United"States

to be employed at a ranch being picketed by UFWOC organizers,
'e

-27-
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qlallenged the validity Of8C,F.'R. S211,1(b)(1)..1 The
.

Court upheld the regulation, ruling that the use ofeigreeh

card was su jectto restriction, but skirted the issue of

the validity of thecomMuter status itself. Acknowledging'

that the.commuterStatus was a fiCtion, the Court ruled

that the entry of a commuter "is at the sufferance of -the

Attorney General," and.that "untie ongresS acts o deter-
.

nine the status of the 'commuter,' the Court should not

intervene."
."

. ,

The second challenge was brought by two California,

farmwerkers'who sought to bar the entry .of commuters

While acknowledging that plaintiffs had standing to challenge'

goVernment inaction, the-Court,in,an unreported opinion,

nevertheless granted'defendant Department qf Justice's mbtion-

for summary judgment. Acknowledging that 'no explicit

statutory or constitutional provision protects the.

commuter against exclusion," the Court nevertheleis

recognized"the long/practice of the Immigration and

Naturalization Service in treating the commuter as a

'special immigrant," which the Court characterized as an

unvarying interpretation "since passagd of the Immigration

'and Nationality Actof 1952." The Court acknowledged

that amendment to S 1181(b),coup be interpreted to require

1Cermeno-Cerna v. Farrell, 291 P.Supp.521 (C.D. Cali-
fornia 1968).

2
Gooch v. Clark,.433 F.2d 74 (9. Cir. 1970).-

L28.
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."exclugOn:.of the cdmmuter who is pot a permanent At'*.

.

of the -United States returning .from a temporary, visit abroad* ".

'HoweNtOr,:in.the'C res,view,,rit/isalse susceptible* an

interpretation" that ittacitIy approves the INS position

by its specif c p040ience to 8 U.S.C. S 1101(a)(27)(B),
.

which de'i s residents returning from a temporary visit

AbreadA °immigrants. This conclusion seems to make little

senke, since it conflicts with the Court's previous finding
;

\

the, a commute was not A returning residsnt.

The.decision was based on'.a simple paucity of legis -.
. .

ative history which would indicate that the Congress

intended to abolish the commuter statuS.by the amendment

to 8 U.S.C. S 1181(b). The &itt explained 'that no hearings

' resulte "in any recommendation to abolish" the commuter

system, and that the final Senate Report and conference

report on the 1965 amendments neither mention the change^

ener its purpose," even in the section-bi4sectiion analysis.
y-

Citing incidentally the "potential foreign 'Policy conse-

quences involvedin termination" oethe commuter status,

.the opinion concluded:'

. . the ,Court should not attribute to Congress
any such casual and off-handed disposition .of so

important wipatter"especially'When the language
of Congressional amendment can be interpreted
consistently with continuation of a long-standing
practice of which, Congress had full knowledge.

X
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whey analyzed, the rule of the District,Court in the .

,Gooch case presents a rolereversal, in which the public

agency ak0s;thejaw, and sitting as a sort of

judici 1 01;;ard of review, hat the obligation to nullify it

--not even'by enacting law itseif, but by the interpretive

commentari appended.to the law.' In fact, even an un guous

statement of purpose of an act.by Congress--in this .cte,.

-the protection of domestic workers against 'foreign workers

--is. not sufficient in the eyes of the Court to offset the

informal interpretation of the public agency. Finally,

the, case nullifies the rule that the custom of a, public

agency .is void to the extent that it is inconsistent with

the clear language of the statute. ,

Wevertheless, the Court of Appeals, one judge dissent-
,

ing, 51.2stained the positibn of the lOwer court. The majority

Opinpn endeavors to fortify .the positionorthe lower court,

by biting decisions of the Board of Immigration Appeals of

the Justice Department. The reviewing court introduced a

common-law theory of creation of a4ministrative rights,

saying, "The Board of Immigration Appeals has established,

by administrative case law, clear rules as to who is. entitled

to commuter tiatus and how that status can be lost." The
V 4

expresi lanivage of the immigration, regulations (8 clr.R.
14.

$ 211.1E1441p which limits the use of a green card to 4

returning actual resider* is reconciled by the Court**

acceptance of the Government's position that the regulation -

41433 - pt.SC 24
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"dOell not include commuters witfitn its scope except, for,
, '

the Gavernmipt argues, the last sentence thereof." this

reasoning it inherently self-contradictorY,'since t14

reg4ation plainly, without,exception, governs ehe use of

an entry, document. The Court's explanationa green card as

is without foundation since the last sentence authorizes
.

the governient to exclude iKy bearer of a green ard who

seeks entry to work at the site of a labor dispute, whether

his is a resident or non-resident. . Justifying the conunutet

status by simpleiwieliance upon the guapi-judicial interpre-
r

tatiOn of thead!ainistrative,'agency is inherently iintenabIe,
4

therefore, since the interpretation stands -.in irreconcilable'

contradiction with the guasi-legislative deterMinatien

found in 8 C.F.R. 5 211.1(b)1).

>Turning from the adminiStrative justification to the

statutes, the opinion concludes that commuters are immigrants

. . admitte d for permanent residence . . . having
been lawfully accorded the privilege of residing .

permenently.in the.United States as art immigrant in
iaCcordance with the immigration laws such status not
having changed.

The Court reasoned that since the privilege of permanent

residence has been accorded the commuter, hislidisinclination

to exercise that privilege is of no moment. Turning to

the change in 8 U.S.C. S 1181(b),, the Court commented;

"The Government's construction of the 1965 amendment

strains the language severely." However, the Court con-

tinued> the legislative history is "virtually 'Ilene and
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Congress could not have intended the change ill the,commuter

status by such a "minor and obscure change" in the language.

The Court failed to construe the 1965 amendment to
. .

1181(b).restricting informal entry to "returnin7*
t

resident immigrants." It 41so ignored the definition of.

residence in 8 U.S.C. S 1101(a)(33) as "actual dwelling place

in facts" which would, when talon with the change in 1181(b).

exclude the commuter. The Court even failed to construe the

comment in the House report onAt bill relating to the

broadening of "the authority.bf the Attorney'44meral'''to°

waive documentation requiredof a returning resident alien."

ConsideAtion of that issue would have involved Bonet- ruction
. -

of Bonetti.v._ Rogers, which had held that all returning

'residents were excludable. 1 Finally, the Court ignored the

clear explanation of the change in S 1181 found in the

Committee reports.
. t

The dissent took strenuous issue with the reasoning
. .

Ofethe majority opinion:

. . . the majority, without discassion and Virtually/
without authority, accepts the Service's contention
that'an alien is "lawfully admitted for permanent
residence" merely by virtue of the fact that he has
at some time in the past been issued an immigrant
vise. Immaterial are both an actual residence in
the Unitcd'States and the intentionto etablish

'one. Since I think this conclusion at war with the
most elementary principles of statutory construction
and unsupported by any consistent administrative in-
terpretation, I must respectfully dissent.

1
356 U.S. 691. 698; 78 S.M. 976, 98p.
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The dissenting opinion explain*:

. . .'the majority's construction of "lawfully ad-
., mittod for permanent residence" as including commuters

makes nonsense of the 'Congressional policy embodied in
no fewer than five sections eft the Act entirely apart
from Section 1101(a)(27)(B), and is contrary,to the
plain meaning of two others.

Xf the majority opinion is correct, "all of the thousands

a
of people, all over the world, who have ever received a valid.

imaigration visa, also qualify r aliens lawfully admitted- for

permanent residence. . . . illhe plain meaning of the act

andthe intent of Congress are so clear as to foreclose Judi-

oiil deferent/i° an administrative agency.° Norhave the,
0.

courts deferred toany consistent or coherent interpretation

of the agency," the dissent reasons, referring to 8 C.F.R.

S 211.1(b)(1).

Both the majority opinion and that of the lower court

have a somewhat novel base, and extraordinary. implications .

-

for the powers of a public agency via -a-vip the legislature.

The appellate court holds that a public agency: may act

.beyond the scope of its statutory authority, creating new

-rightstand duties. The second alteration of the law,

inherent in the case, is the establishment of a doctrine

of legislative acquiescence which can, without more, legiti-

mate the ultra' vires conduct.of Mpublio agency when it is

at least constructively known to the legislature. A third

corollary of the ruling is

X
at, even -givenit change in the

-33-
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language of a pertinent etatute which, read in its usual

unambiguous meaning; would nullify thesunauthorized policy

of the Public agency, the interpretation of the public

agency would prevaal. Only if Congress went further, and
. .

commented on the purpose of the section in its analysis of

ttut act would the unauthorized agency Polity be eliminated.

The Supreme Court denied certiorari in the matter,

'so theAugcial status of the commuter.hangs somewhat-tenu-

ously on a split Ninth Circuit decision which neglected to

discuss contrac4tory statutes or even to reconcile the

differences-between the quasi-judicial and quasi-legislative

administrative approach to the commuter. In following-its

tendency to favor the status quo, the.judiciary has saved,

for the non-resident commuter scarce jobs_whigh Congress

intended to priserve for resident workers. And the public

agency, with the courts' acquiescence, like a 15th-century

cabal, has succeeded in creatinge golem from quasi-judicial

incantation.

-34-
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PART III

ONCLUSION

What then is. the box acore on'the use of alien labor

for the American public, the taxpayer and the resident worker?

California figures demcdstrate the problem in. microcosm for

the nation. The appreheniion of :mor& than 113000 illegal

entrants in 1970 would refIect'the presence of two-to three

hundred thousand illegal entrants in he job market. When

augmented by possibly 75,000 commuter aliens, 300,000 jobs

occupied by Persons without lawful status is not unrealistic.

At the same time unemployment in June of 1971 in California

was 7.4% of the labor force. Ab,Oht 600,000 wage earners

were unemployed in California, most of whom.were.unskilled

or semi-skilled. OvqX 60,000 families of unemployed wage earners

were receiving public assistance at a cost of over one hundred

million dollars annually.:!.. The .annual loss in wages to the

displaced resident worker could balks high as $300,000,000

assuming average earnings of each of the 300,000 noh-resident

alien workevs at only,,$1,000 annually.

) 9
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Recommendations .:t

. 4 .

These ills can be eliminated if congrees takes the .
: .. ., :

folloWing steps:
0

. o

74. Repeal of the'epaoyti;ent proviso (U.S.C.r S 1324).
t

'24 : Express prohibltion of the employment of border

violitdrs. N

3.. proviaion,lor a. civil remedy to redress illegal

entrant, hiring.

4. An-extension of the jUrisdiction of federal magi,-

tratea to the prosecution of bOrder violators.,

5. Grant the INS authority to levy.enspedittous
. .

trative fines against immigration violators as ,well as

authority to confiscate Vehicles used in the transportation

-of illegal entrants..

6.- The limitation of all entry permits such as the
"7"-.

1-186;72-hour pas$ to a specific term, renewable at the option

.of the INS. (8 U:S.0 5 1101 (al(61)..

7. _:'Rescils rocE the 2.25 million outstanding 72 - ur.

visitor j&mits. eiieuance of 1-186 passevrestricted to

persons with4).egitimate reason for frequent entry other

than for work.

8. The appropriation of additional funds expressly tied

to control.of illegal entry.

7.
Subject commuters to periodic labor certification--

. as accondition of-entry.

Sheldon L. Greene

January 13, 1972

.

4
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TO:' The Henokable Adlai.E. Stevenson, Chairman,

Senate Migratory Labor Subcommittee-

Hearing, Thursday,-January 13, 1972

an Francisco, Califprni.a.
1%.q.:fA

CORPORATE FEUDALISM IN RURAL..AMERICA

Statement of Sheldon L. Greene.

General Counsel; California Rural Legal AsSiatance



Rural Exodus

Agriculture, responsible for 50 billion dollars of the

American gross*national produat, long a bastion of individual

'enterprise, is being transformed into a neo-feudal society.

The exodus of farmers and farmworkers has resulted in a

population logs of 40.million since 1920. Each Year, up to

100,000 farms are abandoned. Rural poVerty remains unabated,

for the agric %ltural worker is still the lowest-paid employee

group in the United States, earning hourly ha'lf the national'

industrial average wave. But the farmworker does not

monopolize rural poverty, for studies reflect that one-half

of the remaining farmers derive cash income from agriChlture

'which is at or below the level of poverty in AmeAca.

Corporate Feudalism

The observable decrease in the number of farms.and the

increase in the average size of farms is concomitant with

the increase in technology, and the entry of non-agricultural

corporate interests and conglomerates into agricultural'

production.

An extensive form of participation. of big business in

agriculture is seen in the poultry industry, where producers

bf feeds and equipment, shaVe entered into various arrangements
. .
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with small and medium-sized farms, contracting for all of

their output, providing the farmers in turn'with feel and

chicks,: Direct entry into agriculture by non-farming

interest-5 has been the acquisition,of farms as a component

of vertical integration, by conglomerates which produce

farm equipment and fertilizers, and control processing'as

well as retail1uarketing of products.

)jA typical gut'reaction of the sophisticated American

is to approve these trends. Generally, big business,

standardization, access to capital, Uniformity, technology,

and size are equated with efficiency, increased productivity
P

and,'we are told, better wages for the worker, better

earnings, and loWer prices for the consumer. None*of these

generalities has .proven true in. agriculture.

Initially; it should be maid that bigness does not

necessarily equate with efficiency. To depart from economics,

biology records exactly the contrary: The dinosaur0, the

mammoth, are gone, while the lemur, the insects, the lizarX

have survived. Closer to hem, the government has had to

come to the aid of two of our largest corporations--Lockheed

and Penn Central--to keep them out of receivership.

Family Farms Most Efficient

In agriculture, it has been demonstrated that the family

farms axe in fact the most efficient unit of productivity.

While the size of the farm--the number of acres --wOuId of

course vary depending upon the nature of the crop, "studies

-2-
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efficiency is attained by family

e or two additional workers."

In the words of one agricultural economist, summarizing

studies of farm efficiency:

A number of studies of crop fitMing situations
in various states were reviewed. In most of these
situations, all of the economies of sikecould be
achieved by modern and fully-mechanized one - manor
two -man farms.2

The study indicated that siZe/efficiency'relationships varied

from crop to crop; however, with regard to the production, of

cling peaches, "average cost-teached.a minimum with an orchard

size of 90 to I10 acres when mechanized practices were used."

In the Imperial Valley, examination of vegetable 'farms

acreage which ranged higher than 2,400 acres disclosed that

having

the farms under 640 acres '"could produce almost as efficiently

as any larger size," Producers of field crops such as cotton,

alfalfa, mile and barley "were found to. achieve lowest

average cost at about 640 acres." The report found, in factf

that in these areds, "larger'farMs extending beyond 3,000

acres were slightly less efficient." The report concluded

that the major difference between the small-and medium..

siZed farm and the large farm was simply that the latter

produced more profits. for the farm owner.

A related study.has come to similar conclusions: 3

A soundly-organized two- or three-man farm
operating with the techniques of Modeshtechnology
can easily exhaust the technical economies.

/

lArmstrongi Cdn Family Farms Compete: An Economic. Analyais.
University of Nebraska; Dept. of Agriculture Economic Report No.

A
53, 1969.

2a. P. Madden. Economies of Size in Farming. USDA Agri-
cUlturalkEconomic Report NO. 107,_1969.

3Armstro.zg, op. Cit..
-3-
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The report indicates maximum efficiency for "A 40- to 50-Cow

dairy farm with a high level of management,' S 1500 -head bbef--
ft

feeding Operationi or a 400-acre midwest Crop farm." Studies

note that volume is necessary to provide sufficient family

income, and, finally,

. pecuniary economies in purchasing- and selling
are available to our large farms: Management on
large firms concentrate on this area because of its
profit potential. Unless cooperatives can aid the
smaller.farmers, again the larger farmers have the
idvantage. .

The sime-argument'hold0 for both the purchve of inputs and

the sale of 'products.

Beyond.technological efficiency,, other factors affect the

farm income.

The trend is toward large-scale economic. organizations.
In addition to the benefits from monoptliatic positions,
the incentives for large-scale age oftell related to the
advantages of vertical coordination planning, financing,
and promotion, rather than economie in the processing
andall'anufactUring.. Among other sma 1-scale organiza-
tions, the family farm seems to be threatened from these
external adVantagesj .

In summary; the small- and medium-sized unit is efficient

and is competitive. The family income, or the income of'the

owners; however, depends upon other considerations, such as

the aost of production and the price which the will pay

lor his productivity, as well as the impact of monopolistic

competition,
,

;

lArmstrong, op oit,

415



Agribusiless: NoGain,for Parmer,Codsumer

Considering th

1
se.guestions, again analysisreflects

that technology'''. an entry by big business into agriculture
.

have slat put more money'into the farmer's pocket and do mit

necessarily benefit the consumer. A bottle of ketchup, for
.

:
example, cost's the housewife about 30 cents; the' farmer is

,

paid about one cent for the tomatoes that make up the bulk

of the food content of the bottle of ketchup An increase... .

of tens twenty or even fifty percent in the farmer's. price

upuld.have no appreciablexteffect on the price of.ketchup-1--

if it were simply prOportionately passed along. to the'consumer.
.4 .

The increase would be substantial to the'farmer, however,.
.fR

incret'elng the profitability' of his operation and possibly
W

faciMlating the payment of a. higher wage' to the farmworker

coMeeniUrate with the increased profitability of the tomato

harvest. A

The farmer and the. farmworker realize only a small pro-

portion of the cost of agricultural products borne by the

consumer, While increases in food price* have gone to the

middlemen, theprocessors and the'retailere: cannery workers

now earn up to $3.70 an hour, Safeway clerks earn 45.00 an

hour, bUt the farmworker- -often performing the hardest work

Under the most trying conditions-is paid'$1.00 an hour:'..-

Pt has been suggested'that the farier can maximize.his

earnings by increasing his production or utilizing technology
6

to lower his costs. But increases in efficiency do not

-5-
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necessarily result in greater profitability for the farmer,

because he usually.'can't control his coatS or the market.. for

his prbduction. ,Por example, between 1951vand 1961, California

pou4ry raisers reduced the cost of raising broiler chickens

by 8 cents a pound; during that same period, the price

'they received for broiler chickens was lowered Ikcents a.

pound--a loss of 10 cents a pound in excess of the reduction

of coat.

.

Poultry
. .

An analySis of the poultry-and-egg industry, which has

moved from production by small independent farmers to control.
.

by vertically integrated national poultry=feed suppliers such

as Ralston Purina, illustrates the error in assuming that

increased productivity and production is equated with pros-

perity in agriculture. ID 1961, a California legiglitive

committee completed a reportcon the crisis in the poultry

°industry, resulting basically.from vertical integration .hy

non-agricultural corporate interests) Theiwfollowing extracts

from the study reveal the roots of the problem and shed light

on present trends as well.

Overproductivity

In the Words of the report:

The plight of the industry was traced tq feed
dealers and others moving into it . . . they
financed growers right and left, with the final

itteport of Assembly,Interim Committee on Agriculture,
Vertical IntegrtiOn, Family Perm, etc., January Mi.

4 7
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result bong an over-prodUction which reduced
grower profits to zero, while it still enabled
the feed man to make money since. under their
gross-profit-splitting contracts, they did not
have to, account for deprpciation, on the .grower's
plant Or pay interest on his investment. While
gigantic promotional efforts had more than'
doubled California consumption per capita, the
growers were still not making moneyi apparently:-
because the integrator had no real. incentive. .

to raise wholesale prices to the level which would
have brought his "hired hand;" the profit from
sales he had already taken on theefeed he supplied
to them..4

An official of the Department of Agriculture, in testimony
".

to the-House Agriculturm CoMmitteein April of 1959,' attributed

farm losses in the poultry;industry to "the iapid,devolopment

of a specialised,commercial production within the industry

and the trend to contract farming and integratidh." Under.

-integration, the farmerWas SandWiched between fixed costs for:,

poultry and feed, determined by the non-agricultural'contractor.
. .

. Losses

The same report documents in detail the lossei-in the egg

industry, attributable to the pressures toward bigness which

caused a serious over-production, reducing profits per'bird.

Reduced return then necessitated a farmer's maintaining a.

larger operation in order to obtain an adequate income for his

family. According to the farmers, the U.S. Department of

Agriculture and the University of California exhorted poultry-
.

men, to get bigger.

N, And poultrymen followed thia advice. Profit
margins kept shrinking, and it took more and more
eggs from more and more chickens to Supply the,
operator and his family with a living wage.4

1xbid., p. 13%

2
Ibid., p. 15,

-7-
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hungiy feed.mills, equipment prodUcers, hatcher es

anxious to sell oirer-produced chicks, investors anxious to

find tax-saving devices--all contributed to the over-production.

Hatcheries burdened with over- production contracted with farmers

to simply raise the chickens, supplying both feed and chickens

and paying the farmer a fixed amount per dozen eggs.

One study showed that, under this type of arrangement,.

a farmer's net income frdia his labor for full-time work, at

5 cents per dozen eggs, was about $1,100 per year

Market Manipulation'

Farmers also deAcribed control of the market price by

processors and wholesilers to keep the producers' price low,

makimizing their profit on resale to retailers. Citing

variations in the market unrelated to demand, farmers indi-

cated that wholesalers "simply stated the price they wanted

to pay.. . . to force the poultryman out of business or into

an integrated set-up." Wholesalers,,they claimed, would

stop buying when prides rose, forcing the pricei,down.2

Under vertical integration, the farmers claimed, "the margins

are so low you need to maintain a volume in order to stay in."3

"JThe grower can't pay ck his loans because of low prices,

and the company,'in or r to make the investment bring in

something, putt ore chickens on the ranch, which depletes

prices even further."4

'1 p. 16.

2/bid., p. 17.

e
3 Ibid., p. 23.

4ibid., p.
-0-
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Conglomerate: Loss /Farming

The foregoing distillate of the transition from

independent operater.to erternal vertical integration in

the poultry Marketist a prophetic analysis of what is

occurring today in other ;areas of agriculture afflicted with

both vertical integration and competition from non - agriculturally

based conglOmeratee. All of these elements--shrinking margin

of profits due' to the manipulation of the market and maniptilar4

tion of coats of productioli, over-production and tax -loss

farming--are being employed by conglomerates seeking to

e liminate the small farmer pr makehim a vassal of vertical

integrators.

Consider the inevitable impact on the small farmer of the

enormous increases in'TrodUction unsupported by an increase'

in market demand, which will follow from the addition of .

450,000 acres of newly-irrigated land on the west side of the

San 'Magnin Villey as a result of.the California Water Project.

Add the factor that .this land is owned by big businesses such

as the Southern Pacific Railroad and Tenneco. In order to

assure themselves ore market, many spell and medium-sixed

growers,will be forced.t0 enter into lone-term contracts with

eorpoations who Own qr control processors or markets. The

contrackpride, however, will not necessarily guarantee them

a fair, return in relationship to the cost of prodUction.

Production.costs are similarly inflated by suppliers who

e xtend 'credit to the small farmer. The combination of high.

J

ile-1131 0 72 4 PAC 37
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cost and low market price will force even efficient medium-

sized farmers out of business.

Conglomerate Tax Subsidies s.

The family farmer engaged exclusively in agriculture must

derive his income solely,from farming. His competitor, the

conglomerate, realizes its gain from supplying machinery,

equipment, feed and fertilizer at one end, and processing and

marketing the product at the other. The gains realized from

these fields and from non-agricultural enterprises are offeet

against a loss which it sustains in agricultural production.

The loss is minimized or turned into .a gain by taking inOoMe

tax credits against the profits derived in the other, non-

agricultural, fields. But the family farmer has no offset.

He must sell his product at a loss, since his competitor sets

the market price, or go out of business. 0

Land Speculation.

In addition to tax advantages, the dongloMerates realize

a gain simply from the constant appreciation of real estate.

Last year, the largest item of increase of agricultural assets

was the enhancement of real estate value --a growth of $6.3

billion. Since the value of land is increased only on salt,

this enhancement of assets against which the corporation can

borrow funds is still not taxable until the year in which it

is sold: Therefore, the speculative value-of holding land 4

and the economic leVerage resulting from an, increase in asset

value, are further inducements to the corporation to Invest

in and utilize agricultural land.

-10-
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Unfair Competition

The result of conglomerate entry into agriculture is

that the single-activity farmer must compete against pro-

ducers who not only corner the market through vertical

integration, but produce at a loss, deriVing the benefit

not from profits on the sal,lke of agricultural production,

but rather from tax gains.

. The effect on the farmer is the same as the effect on

General Motors if Ford earned all of its money from the sale

of refrigerators and air conditioners and sold its cars at

a substantial loss. Within a few years' time GM would be

out of business and rord would be in a position to set the

price on automobiles to suit its own profit standards, free

from competitiVe restraints.

The transformation of the poultry-and-egg field is likely

to occur in other crops. Over-production, then extrinsic con -

.trol of market and costs, and tax-loss farming, will force

many small and medium-sized farmers out of agriculture. Many

of those-who remain will be tied by contracts to vertically-

integrated conglomerates as mere vassals or, as one farmer

put it, "hired hands."' Enormous industrialited farms will

run for miles, interspersed with labor camps. Merchants in

rural communities once surrounded by a higher density of

farm owners, will lose some of their markets; the body politic

of freebolders will shrink, and agricultural, areas will be

controlled by dominant land-owning corporations whose board

members reside, not in the' but in distani cities

such as Dallas, New York and 'Chicago.
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It is not too late to arrest these trends, by depriving

big business of the subsidies and tax advantages which give

obvious unfair business advantage' over "mall and medium-

sized farmers, and by excluding conglomerates from agricultural

prpduction.

Other programs can provide tangible assistance, to\th:

small farmer to enable him to reach levels of technological

efficiency, and can encourage the development of coopera40aU

to obtain'economies of scale, in the interest-of 4!ocimized',/

profits and productivity for the benefit bf both farmer and

consumer.

Finally, opportunities should be open tothe farmworker

--farmer without ownership--to enable him to achieve indepen-
.

dence and self-sufficiency as a proprietor, rather than

abandoning the land to "rot on the welfare rolls in urban

(/-

FlUMs."1 Consistent with the views of agricultural economist',

assistance to farmworker Producers would be geared to the

adaptation of the .cooperative in order to attain maximum

.income and productivity in labor-intensive fields of production

and econoMies of scale.

-71Newlibrk Times, editorial, December 28, 1971.

-421.
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A number of specific atepelhould.he taken by the

federal government to restore conditions of maximum health

for the small and medium-sized farMer.

1) Tax-loss farming could be minized by.prohibiting
s

tax credits resulting from the*aetting off of

losses irk agriculture against profits earned by non-agricul-

tural subsidiaries.

2) 'Current tax laws which proVide conglomerates

with unfair tax advantages should be reviewed

. and modified to reduce the advantage deriving from land

-...,speculation and the competitive disa6antages eiPerlelaced

by peponS'earnIngthe bulk of their income from agriculture.

- alOne. Speculation might be minimized by imposing a tax on

increases in land values resulting from other than improvement

of the land or increased .economic value of 4e land attribu-

table to increased earnings. The tax would be payable in the

. year in which the increase in value occurred. 'Owners who

directly or indirectly derived their substantial earnings from

agricult argeoduction would be exempted.

3) To\further reduce speculation, net profit from

the'sale of land could be taxed as ordinary

income. An inordinate tax occurring in the year of sale could

be reduced by application of the incomeaveraging provisions.

4) The existing laws establishing the small and
.

medium-size farmer as the basic agricultural

unit of production in America might be enforced-- specifically,

the law limiting the supply of water from federal reclamation

projects to resident farmers owning 160 acres or Jess. Many

-13-
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fair who haVe contracted to.divest themselves of excess'

acreagehave not as yet done so. 'A measure is,now pending

in Congress, in both the. House and the Senate, which would

enable the federal government to purchase land in excess

of the 160-acre limitation.f enacted into law, the bill

could both reduce the acreage of some landowners and at the

same time provide for the reapportionment of prlie,agricultural

acreageAmong small farmers and farmWorkers desirous of movi g

up to f

5). Recognizing the Unfair business advantages

whidh Conglomeraiederive through tax4loss

farming and land speculation, Congress should enact a measure,

'currently pending, whch would altogether prohibit engagement

in agricultural production by conglomerates or large, non-

agriculturall-based enterprises. The significance of this'

bill would be to place farmers on an equal competitive footing,

Ostensibly, income and profits-would accrue fral agriciltural

production. Market prides would be more closely related

to. the farmer's actual cost of production plus reasonable

return,.unaftected by e ternal factorssuch as tax set-offs.

,accruing from non-a ricultural enterprises.
AL
9r 6) Small ermer& can compete with large farmers

efficiently, in the event that they are able to

take advantage of economies of scale deriving from common pur-

chasing, processing and even marketing. A program of technical

assistance should be initiated, provid1hg assistance to small
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farmers seeking to modernize plant and equipment, who have

combined in cooperatives which shOwta capability of reducing

costs and maximizing -gain from sale of produce.

7) A related pr&gramNshbuld be established to

provide seed money and ongoin&technical assist-.

ance to farmworkers seeking to take an ownership position in

agriculthre: The program might be integrated with related

government projects; so that, for example, excess' land

purchased under the acr4aqe limitation enforcement:act would

be leased to individual farmworkers who have formed agricul-.

tural cooperatives -- again, to take advantage of economies of

scale resulting from cooperative purchasing, processing and

Marketing. The seed money program would enable farmworker

cOdperatiVes to obtain loans from the Farmers Home Administration

and commercial banking sources, providing for both capital devel-

opment and operating funds. 'Technical assistance would carry

the farmworkers over the transitional period, rounding out

their skills and providing them with managekent training and

experience.

8) A federal land bank could provide low-interest

loans and loan guarantees to enable Southern

sharecroppers to purchase property, expand farms or move to

S more advantageous long-term lease arrangeMefits with private .

owners or the federal government. Once again, the use of the

cooperative would be tied to the- proVision of assistance and

financing.

-15-
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9) A subordinateprogram would enable successful

cooperitives to organize and finance ancillary

services, such as rural health Programs.

10). Farmers who expend efforts to and in fact attain

optimal efficiency in production and utilization

of their resources should derive a reasonable return from the

sale of their product, related to the return which industrial

sales- yield. Similarly; farm laborers, providing aindispen-

sable service in the.food delivery chain, are entitled to

parity with national indUstrial wage averages. -A firmWOrkerso

bill of rights wouldOorrect the disparities between benefits

.accruing to industrial workers and to farMworkers, under pres,

ent laWs and'economic conditions. Parmworker Minimum wages

could be increased, over a period of yeirs,toclOSe the gap

between the average farmWorker hourly wage and the average-

industril wage in AMerica. benefits such as

>
unemployment compensation. could be extended to the farm labor

force.

.11) Since agriculture meets a national market-,

fruits and vegetables can be air-freighted from

one end of the country to.the other in a matter of hours--

the question of over-production and concomitant lciss of income.

might be considered to be a national, rather than a regional,

problem. Therefore, national marketing boards might be

established to minimize cutthroat competition between farmers

of competing regions. The marketing boards would function,to



restrict productivity to that which the market islikely to

reasonably absorb, minimizing uneconomic surplusses which

benefit neither farmers nor consumers, but only maximize

profits of middlemen.

While the national marketing boards would be

voluntary, special privilegestsuch'as federal loan guarantees,

might be made available to farmers participating in the

Marketing boards as an incentive to participation and to

maximize their effectiveness.

What is being proposed is no more than that ighich

is possible and is now being implemented .in, for example,

our. .automotive industry. Similarly' ,costs can be-predisely

computed.through.analytical techniques such as 'linear program-

pang and budgeting.

.12) Pinally,.attention should be given, not to the

. solution of short-range problems, but to estab-

lishing a system which will alOo preserve and maximize the

utilization of our limited natural resources for-our children

and their children. To this end, Con4ress should instituted
4

a system of agricultural zoning, beginning with a national y

survey of land resources and present utilization. The second

phase of the survey would be to establish, based upon the

climatological and soil conditions in each region, the.most

efficient uses to whith the land might be put, in terms Of

specific agricultural, timber or mineral prqductivity. Next;

agricultural economists would ascertain the most efficient

units of production for the various tides to which:land in

-17-
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the sector might be put. Finally, variable acreage limita7

tions would. be established for all. agricultural uses benefiting

'from some form of federal or state'assistande, such as subsidies,

loans or services. These limitations would be non-restrictive:

and would,..rather,' impose flexible guidelines to asspre the

a highest use of the land. If, for example, the optimum Acreage

for a farm best suited for, midwestern grain crops was 400

acres, farmirin.excess.of 440 acres engaged in grain production

would either be ineligible for public assistance such as

government loans, or would pay a premium for such loans.

13) A corollary to the variable acreage limitation

and.regional zoning program would be the impoai-

tion of a graduated tax on excess land holdings. Acreage

owned or controlled by a conglomerate, for example, in excess

of the most efficient acreage appropriate for the growing of

crops best suited for the region, would pay a tax based upon

the excess acreage owned, increasing on a'graduated settle.

The excess-land taxwould 'tend to reduce the advantage deriving

from land held for speculative purposes, and reduce the pressure

on.increased 'land values related purely to speculation rather

than to increases in productivity-related income. The excess-

land tax would also.discourage the ownership or control' of

giant farms.

As with excess land purchased to obtain-compliance
. ,

withfedoral reclamation project limitations, land substantially

exceeding the variable acreage limitations would be sold to the

-is-

S
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federal government and'held in trust for the future needs of

our society. Land held in trust in a "land bank" could be

leased to farmers, consistent with variable acreage limitations.

The reduction of adverse competitive conditions in

agricultpre, the introduction of more planning, the more

equitable distribution of direct and indirect government

assistance, will do more than arrest neo-feudalism in agri-

culture. It has the potential of reversing the migration away

from farms, of stabilizing and expanding the economic base of

our rural society, nd maximizing for the future the utiliza-

tion of our most precious and limited resource--the land.

What iitiuggested is the fulfillment of the Jeffersonian ideal,

adapted to a controlled technology rather than a technology

that*controls us, and an efficiency focussing on the realila-

tion of the individual farmers' potential rather than the

anonymous, powerless, induttrial model. It is no more than

the practical and realistic fulfillment of dual elements of

our American heritage: individual expression and maximal

common good.

NATIONAL COALITIONIFOR LAND REFORM,

By Sheldon L. Greene

-3.94
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Senator SISTEicsorr. I. want to express diy thanks to you, to Dr.
Taylor, w o I note is stillin the hearing room, to all of the witnesses; as
well as. nator Taft, who is no longer here, to volunteers, and to the
staff of th subcommittee all of whom have made these provocative
and, I would hope, fruitful hearings.. .N.

4 I will keep the record open, as I indicated earlier, should anyone.
care to submit any further statements.

What we do now with your testimony, Mr. Greene, is conblude 3
long days of Ifeefffigs in California on sueh questions as who owns
the land ip. rural America, whether the use of the land is consistent
with the interests of small farmers, farmworkers, and the 208
million American consumers, taxpayers, the people. s

The hearings have, I believe, shown conclusively that our policies
toward rural America are not what they should be. Instead of en-
rouraging the rural growth necessary to balance the swelling-of the
megalopolis, the policies tend to encourage the depopulation of rural'
America and the dehumanization of rural and urban America.

Instead of encouraging efficient small farmers to turn a profit; tax
laws encourage syndicate farms and inefficient corporate giants to
faim at a loss.

Our policy of subsidized mechanization gives agfibusiness bigger
profits while putting small faimers and farmworkers on the unem-
ployment rolls.

The remedy for policies out of phase with the needs and the ideals
of America must be new ones. Yesterday in the San Joaquin Valley a
Mexican-American concluded his testimony with a request to the
subcommittee. He said, and I quote him,

Please make it possible for my people to be able to buy their own land and
to care for it with hands that are full of love for the soil. As a simple man,
.1 do not know hovi this can be done, but, if-it is, we will be able to build
a life for ourselves that will make this country more fruitful.

He and others deserve that chance, and I think it is up to the
Congress to give it to them, to find a way to make it possible.

That, my friends, is what the hearings for the past 3 days have
been all aboht. We will try to find some ways.

Thank you.
At this point I order printed all statements of those who could At

attend and other pertinent material submitted for the record.
(The material referred to follows:) h
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LAND REFORM :.A ISIEW GROUP HELPS Pooz RET.tax THEIR LAND

SOUTH CAZOLINA'S SRA. ISLANDS HAVE ONLY RECENTLY BEEN DISCOVERED BY
DEVELOMS

(By Shimon Gottschalk)

The new, nonprofit corporation, Black Land Services, Inc., now in the.
process of formation in Beaufort, S. C., represents the first major effort in
over a century to rectify the betrayal of the black man's dream of land
ownership which was born with General Sherman's. Headquarters Order Num-
ber Twenty-five. The order, issued in Savannah in 1865, divided 485,000 acres
of Georgia and South Carolina coastal lands among some 40,000 former slaves
and was designed to create a class of free, independent, self-sufficient black
farmers.

By 1860, more than two-thirds of the coastal population of South Carolina
was black, '.yet nearly all of the land, except for a few "uncivilized" islands,
was claimed by planters. Abandoned by their masters in the wake of advanc-
ing federal forces, these former slaves had a long history on the lush, mass
bearded South Carolina sea islands. Some of the smaller Wands had served
as a first place of refuge for runaway African slaves who jumped overboard
as their ships approached the continent of their destined servitude. After' the
Civil War ended, those blacks who stayed, on to till the ravaged fields of their
former masters found their legacy to be one of hunger and deprivation. .

In 1869 the South Carolina Land Commission was established by the state
legislature and for a period of 20 years, it served the interests of the freed-
men in their acquisition and tenure of former plantation properties. It was
one of the most dramatic stories of land reform in American history. But in
1890 the Land Commission Act was overturned and poor black farmers were ,
again betrayed. Since that time, at an ever increasing rate, wealthy land
speculators have connived to recapture the land which the _former slaves bad
won at such high cost.

South Carolina's sea islands,,Wassed by the sweeping %industrialism, tech-
nology and agribusiness of America, have only recently been discovered by
developers wlgo find in their virgin beaches, their vast, mysterious oak forests
and grieving marshes a lucrative potential for the nation's burgeoning tourist
industry.

It was Dr. Donald Gatch, a Bluffton, S. C., internist, who also brought to
the attention of the American public some facts which were not likely to be

-incorporated in the colorful and inviting brochures of the affluent tourist
colonies which were growing up at Hilton Head, Tripp Island and other South
Carolina sea islands. Dr. Gatch testified to the fact that children were dying
of starvation in South Carolina, that Kwashiorkor, a protein deficiency di-
sease common to the most underdeveloped areas of the world, was rampant
among preschool children in Beaufort County. In nearby Williamsburg County,
83 per cent of the population is reported to have incomes below the federally
established poverty level. Yet it is estimated by the governor's office that in
South Carolina less than half the families eligible for food stamps in the
state are getting them.

The lands inherited by the blacks, have often proved only a liability to fami-,
lies who have no money for seed or fertilizer and no cash when taxes are due.
Some farmers are simply too poor for the Farmers Home Administration. The
FmHA loan application procedure is too tedious and complex and more often
than not, the "man" will refuse to listen to a farmer who has no clear title to
his property. These families are poor not simply because they have little or no
income; they are condemned to the perpetuation of their poverty because they
have no capital, no credit and no collateral.

At an ever increasing rate, these lands with their magnificent bearded oak
trees, wild azaleas and honeysuckles have been swindled by quasi-legal means
from beneath the feet of their rightful heirs. For the price of taxes due
sometimes as little as $15 or $20acreages are lost at public auctidn. The
court house sale is called for 9 a.m. and completed at 9401 a.m., before anyone
can comprehend what has happened:Lands purchased at small cost per acre
are sometimes resold at 20 times their original price as resort and hotel
properties.

According to the law of the state of South Carolina, if an owner of landed
property dies and leaves no will, it is divided equally among his heirs. Ownership,

0
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not the land itself, is so divided. As a consequence of this law, the owneriShip
of most properties held by black people in South Carolina is spread among a
Multitude of individual heirs, persons living throughout the Nation. Some are
minors, some are aged and infirm, some are presumably deceased and still
others cannot be found.,The family which actually lives on the land and fermis
it has no greater, or special claims upon it.

To trace all of the living heirs of a particular property generally takes years,
and The legal costs are likely to be excessive; but that is not the worst of the
problem. If any single one of these heirs has taken a loan and placed a lien
upon his share in the land, then in the event of default, the lender can force
a partition sale of the property. The land is sold at public auction, often at rt
price far below its market value, and the proceeds are divid4d among the heirS.
Thus, by gaining control of only one of the shares, unscrupulous land specula*
tors can force a sale which will alMoSt certainly accrue to their personal
benefit. .

Partition sales, taX.sales and foreclosures are the methods weed by the land
robbers to deprive poor people of their inheritances. Yet without land, the ulti-
mate source of nearly all of man's nurture, without a secure claim to this most
fundamental of all birthrights, there is a little hope for the future of the rural
poor, especially black people in South Carolina.

The primary aim of "Project Black Land" is to halt the continued aliena,
tion of poor people from their property, the foundation of the economic devel-
opment of the South Carolina low country. project leaders include attorney
Charles Washington, Jr., of Beaufort, S.C. John Gadsen of Penn Community
Center in nearby Frogmore ; and Rodney Albert of the South Carolina Council
on Human Relations. The project will operate as Black Land Services, Inc., a
nonprofit corporation now being designed with the assistance of the Black
Ebonotnic Research Center of New York City. Among its proposed initial func-
tions:

1. A survey and inventory of black owned properties, with special attention
to their legal status.

2. A legal assistance program to black land owners, including "preventive law
education."

3. Establishment of a land fund to be available in case of emergencies in
order to prevent tax sales, foreclosures and partition sales.

4. Development of a mechanism whereby, when necessary and desirable, the
corporation can participate in land sales as a buyer, holding land in charitable
trust, either in behalf of the individual owner or in the name, of the community.

5. Challenging the constitutionality of partition sales under the 14th Amend-ment of the U.S. Constitution.
The establishment of Black Land Services, is, of course, only a first step.

It Inust be accompanied by economic development programs which have their
basis in the land A. number of producer cooperatives are already in existence,
such as the Oyer Coop in Bluffton, the Hilton Head Island Fishing Cooperative
and the Sea Island Farmers Cooperative Association of Frogmore. Penn Com-munity Services is the center of efforts to stimulate further such develop-
mentsefforts which are directed less at the probably unrealistic expectation
of major outside industrial investments, than at the developmerlrof indigenoustalent and resources.

The next step' in the economic development of this area might be taken by
the establishment of a community controlled land bank. Such, an organization,
which would not only serve to hold land for community purposes and help
rescue individual land owners, might also step into the much needed area of
land management. If, indeed, some of the island properties are worth millions
in their potential as tourist havens, then the increase in value should accrue to
the benefit of" the com.unity, It is a potential source of revenue which far
exceeds anything ,tha y be derived from other, outside sources. Moreover,
decisions concerning the development of the land, will be more nearly in the
hands of those who have worked it for generations. Such cooperative owner-
Ship of property would, in a sense, be a return to a system developed by freed-
men on these same islands over a hundred years ago. At that time, during the
midst of the Civil War, former salves pooled. their meager resources in order
to be able to buy land from the temporary Federal authorities.

Mr. Gottschalk is associated with the Center for Community Economic Bevel-
opmentA Cambridge, Mass., and a doctoral candidate in social planning at the
Florence Heller School for Advanced Studies in Social Welfare at Brandeis
University.
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A.Suggested Propooal to.06 for a Southern d lank Project

Submitted by the Slack:Economic Rose rch Center

A:1'041966, there were 11.$ million black people living in the South, some 55

percent of the total black population. Of this :weber, more than 4 million lived in

rural areas. loth of these figures have been. declining over the past several decades

as the attractions offered to blacks by northern and urban c ities have easilvout.

shone the dismal proedee ofthaSonth, and most especially, of e rural South,

The Individual motivations responsible for this massive t ferencm of pop.

ulation.iay defy cataloguing. However, the failursHof rural ands thern areas to

provide the, black mean opportunity to lead a life in dignity ands. respect, with

a degree of scow:mac security and progress, has certainly been a Major c ibuting

factor.

Unfortunately, the decision to migrate has not always proved to be a route t

bitter life for blacks. Whereas the heavy migration of blacks to the urban north

which characterised World Warn was largely inspired by the prospect of widoly avail-

able employment at good wages, the migration of the fifties and sixties derived pri.

eerily from the economic crisis confronting unskilled fare labor in the south as the

mechanization-of agriculture, and especially the machine harvesting of cotton and corns

swept the South. For example, "in the space of only'three years from 1949 to 1952,

the use of unskilled agricultural labor in twenty Hississippi delta counties fell by

72 percent, and five years. later was down to only 10 percent of the 1949 lemol.1

Unlike the forties, however, the decade of the fifties was one of sluggish *co-

mmie activity in America *lithe norhtern urban economies were unable to absorb this

1 Daniel Fanfold, "The Basic Economics of the Urban and Racial Crisis",
. Research Seminar on the Econtmics of the Urban and Racial Crisis,
Dept. of Edonemics, The University of Michigan, p.I1
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flood of unaiklled immigrants. Simultaneously, the demand for unskilled industrial

labor was being-reduced by the expanding adoption of automated'precodurea in indUstry.

One of the dramatic and persisting results of thin combination of circumstancos was

the swift growth of urban slum areas, an accelerated deterioration of many already un-

healthy major cities, and the emergence Of what is currently being euphemistically

termed "the urban crisis ".

Any effeCtive attack on the urban problem cannot ignore the roots of that problem,

which is to say, it must attempt to deal with the poverty of black people in the rural

South. Theri are a number of fronts upon which this poverty must be attacked. One of

the post obvious, of course, is that of assuring that the existing governmental pro- '

gram designed to assist rural people are genuinely placed at the disposition of black

people. ,litter experience, however, has demonstrated how difficult it is to achieve

this in the southern states. Additionally, racial discrimination in the administration

of government programs. is merely a major but by no means the sole deterrent to the

/Mailability of *eluting progress for southern black folk. A second objection'is that

to
many of the programs --a.g., the Dade for Cooperatives and its sister institutional-0X.

designed tallelp the solvent farmer. They cannot deal meaningfully With the probleSs

of the very poor, be they black or white. These vory poor raople have no credit

standings, no assets, often very little in the way of skills. Thus, they usually fail

to meet the minimum qualification for participation in existing progress.

Whet the area urgently requires is an institution, or a serifs of institutions,

which would have as their objective the creating of economically viable family units

%hose labor power, hcsiever unskilled, would be building up an equity for them. It is

4

of the utmost importance that these descendants of slaves, these families which have

never owned anything of eubstance.since their arrival-ittilorth America hundreds of

years ago, be afforded a means to acquire some minimal amount of wealth and to enjoy a

modest degree of security. A legacy of dependence, whether on plantation masters or

on federal doles, is not a a d basis for self-respect.
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Pik

. The Sluck Economic Research Cantor would like to proposettl0E0 org&4so, (or,

if it prefers to undertake a dlemnstration'projectothat it either maks It contract or

a grant to an independent organisation such as the Slack Economic Research Center for

this purpose) a new institution dedihated to the goals-of: (a) facilitating the trans-

f:rence of land to poor, especially black, rural people; (b) facilitating the improve-

sent of this newly acquired land through the construction of housing, the provision of

water, and similar appurtenances and (c) facilititing the development of profitable em-

ployment opportunities on this land.

Without. specifying what the final design of such an institution might be, the

following broad outline may be suggestive: For black people particularly, the problem

ef iand acquisition has been second only to the problem of land retention. In the

years following the Emancipation Proclamation, black people received. title to a not in-

significant portion of land in the South as bequests from former slave masters ores.

itheritencts via illegitimate =dons which were for one reason or another publicly ad-

Pitted to: Ilene black landowners tended to be uneducated and' otally ignorant of the

legal intricacies involved in land titles and property ownership. Given the growing

hostility toward the black man in the Sbuth from 1877, and especially from 1690, onward,

it IA not surprising that these simple black folk had great difficulty holding on to

whatever land they had. There were no block lawyers or black real estate agencies in

liliktbe South to protect their interests, arid for the civil authorities to connive with

their white compatriots at the expense of the blacks was the rule rather than the ex-

ception. With the advent of the :migration to the Worth at the time

of the first and second World Wars, the decline in black land ownership became calw

item. During the period 1950 -1961, the acreage owned by blacks in the South declined

by 401. Indeed, it is probably not inaccurate to say that white people own more 54

Moe4J: America today then at any time in history and this percentage continues to rise.

Weenwhile, black Americans,whose stake in the United States is increasingly being

viewed by them as tenuous at best, are rapidly losing title to what little land they do

have.



Consequently, a meaningful attack on rural black povorty should confront head -on

the problems both of land ownership and of techniques to insuro that the sad history of

many other land reform movements is not =putted here. Hot only must the rural poor

be provided with land, but their long term rights in the and must be adequately pro-
.

tooted. Many black people in the South are acutely aware of the problem of land ro-

tentico and are exploring the idea of developing an institution which would collect-

ively con land on behalf of those who live on it. Its community institution in which

title wax:vested would ,lease the land on a long iorm,..irmavotablo basis to those.who

lived on it, thus providing the &tellers with an instrument which would have value es

an asset. Improvements on the land could bo made by both the community and by the in

diviaual; in the. latter case, title to the improvement would rest in the dweller and

Could be sold by him to tho community should he aovo off the land.

The collective ownership foature is, °Looms*, tot a sine qua non fora largo

scale transference of land to poor black folk. It. can be done on a straight private

ownership basis. but hopefully uil.h sose "title protection" built in. Presumbably,

plots would be contiguous so that opportunities for cooperative efforts would never-

tbeless be available.

At least tiro tyros of financial provisions would be required to realizetuCh a

land reform effort assuming the land was acquired through community purchase; a wort

sate plan and an equity 'plan. 0E0 would neeld to guarattee the mortgages on the land.

It would also have to proVide the equity portico of the transaction, in'the form of a

long term or deferred payment, interest-free, second awvtgage imam Additionally, 0E0

would have to subsidize the interest rate on the first mortgage.

.

An alternative approach to,providing land ownership for poor peOplo would be to

revive the concepts of the Homestead Act, from which black paopls obtained so few

benefits. Many black people feel, with some justification, that the government should

give thew land jump as it gave land away to white **Wats who cans to America during

the slavery end post emancipation era. There are, of course, a.varloty'of.difficultics'
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with such a proposal, despite the fact that the federal government is the ho4der of

record of soma 34 of the total acreage of the U.S. Hudi'mfthis land is not suitable

for human habitation and much of it is located in areas where black people do not live.

Nevertheless, there are publicly owned parcels scattered throughout the South which

would be ideally suited for such. &project. The Departments of Defense and of the In-

terior are both large title holders to such land, as are other Departments to a leaser

degree. 000 should not only arrange to Obtain preferred access to such public lands as

they become available from time to time: it ehould actively intervene to Obtain suit-

able pieces of idle public land for redistribution to the poor under* program such ao

is outlined heroin

In addition to assisting in the transferal of title to the land, the proposed new

institution should facilitate the development of income-producing programs which would

enable the new, land owners to sustain economically viable family units. At one extreme

families on welfare should not be emluded from the program. Rather,inasmUchas their

imager stipends must cover a rental payment to someone, hew much better to permit this

payment to be used to purchase some equity in a piece of real property! On the other

hand, a major concomitant effort must be sad. to assist these new landowners to become.

self suppordig. In sore casesi-this will mean the develop"ent of truck farming; in

same, it may mean large scale cultivation on a cooperative basis; ih some, it can mean
o

that processing facilities, or perhaps some, industrial opportunity, will have to be
. o

Sine'.developed -- perhaps with 4 heavy government subsidy during an initial period. -wen a

subsidy would be largely in lieu of a welfare payment, and would very likely have bene-

ficial long-run social effects,' it night very well be an economical way of dealing with

rural poverty. .1t is certainly likely.to be cheaper than undiracted'adgration with the

attendant incalculablo costs in tares of urban sad human deterioration.

. A rural, development program with a land ownership basis such as is being propteed

herein, would be a test of the salvageability of at least some vestige of the Maier

simian concept of America. Whether America's countryside will be totally swallowed by

448,



the Agri-businesa or will continuo to be a ;02,e of ronidencs and exployreni. -for a.

sizsifiennt, if reduced, number of rodent Incoma people, is one of the profound ques-

tions confronting our society today. Indeed, it will heavily influence thaquture

shape of that society. Four million rural black folk in the South are in dire need of

.41: help, andkthe urban olums knot offer the help which they seek. 0E0 has an historic
NN

opportunity to pioneer an alternative route for these long suffering people.

Ci
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Tr= mum rAti TS THE mon oncrixT
WIT CO AGRICUL=NL-PEODUOTIOM

Prepared by Anglia =Donald
Doc mbar 29.. 1967_

Ovar the yearn there has bacon a vast propaganda cam-
paign 4mignoil to cenVinee Vao AmazI,Tan people that tho, .

gigantic factorios-in-tho-fiald -which :mist in California
and covaral other states should to mofoin for all farm units.
This caupaign to discredit the ParmaraDnion idea that the
family -type farm is the :Last dasiratle unit of agricultural
production has l'ean aided and ebettad by economists in :,and
grant collages and in agricu*uro dapartmants of univarvities.-
Editors of magazines,. newspapers sad no doubt many Millions
of people havo boon brainwashed ind havo consaquently'accopted
without question theidoa that the family farm io inefficient
and that super- farms, owaod and'oporated by millionaires and
conglomaratm corporations, represont the wave of zuture.

Empt undor who rug, ignorad and supprossed aro many,
stadia, which havo bean nada which prove without any reason..
able douLa that the small or medium -sirod unit is mom offi..
ciont than the large corporate unit. A number of economists
apparently have bow quietly working, gatfiering information
in many parts of the United. States. A recent publication of
the Dayartmant of Agriculture repreacnts summarioa of those
atudios made in trariouo areas of difforent types of farming
undor *varioty of Conditions. Tha ovorwhelmingcconcluoion
of this study, a composite of 133 studies which have been
**de in tho leas few years, leads to the inescapable conclwc,
sign that big farming is inefficient.

.-

These studies, based on ielid facts, are not wishful
thinking. Thoy aro the roault of hundreds of analyses of tha
costa and tho gross profits which go into many typos of farm-
ing including fruit, grain, livostock, cotton, vegetables,
alfalfa and dairy. These etudies put the finger on the point
of diminithing returns Which is soon reached when the fare is
unduly expanded or too large for efficient operation. Hare
are a few examples:

. 45U
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(1) VCWIT VAL= 111 CALIVOICIIA

2.- .

On tho non-zochanized poach forAms .in Yuba City in the
:,Tryville arca o2California,.avorago productioh cost per ton
oC poaches declined up to a produetiva unit of bout CO acres
(avJrawiLdroduction woo 715 teas oZpeochea). Doyond that's

alic.,ht-"ik.4ueions in harvesting costa and machinery
.rev,.atMeat nor acre wore realiccd.l.ai thoso were oCCaot t'
increase:, in coats. og hirod suparvision.-_

On the amobanizod poach fora the avorogo cost doclinad
up to a Cara sire of Votwoon 50 and 110 acres. After that
pains there was no reduction in coat on larger unite.

(2) X0'.1A C.A211 CROP-LIVLZTOCK VARIZ

(a) n-sutbrn

The hilly farm in Southern Iowa showed lowost costs
for a unit of about 320 to 360 acres. This roprcaentcd
a 2-man operation and a *low tractor. Tho cost revenue
ratio was 0.95. This fi means that tho.livostock-
grain farmer had to apond 95 conts for ovary dollar Of
,roan income.

On upland Parma in Southorn Iowa the cost revenue
ratio was much lovor. A 1-man, 3-plow tractor Corm of
160 across produced $1.00 of gross income for ovory 62
cents in coats. Two -maim farms showed a little batter

ratio a 320 acre Earn with two 3-plow tractors only
had to spend 57 cents for ovary dollar of groan income.
Lowovor, coot advantages in largeore loss than
the 320-acre farm.

(14 mutgrn and Vertboast Iowa.

A 200 acre tarsi with * continuous corn program
coma out with a coot revenue ratio oli0.42. tinder a

5-year rotation the lowest coat on a farm of 320 acres

wan 0.46. Under current cropping practices a 400 -acrd
farm also moulted in a coat rovonue ratio of 0.46.
ror Most rn Iowa costs were considerably higher. This

study sl a little difforonce inscosts (only 2-cents
par $1.00 f income) in Morthoast Iowa between400 and
000 acres.
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(3) OTTO:7 enT,V707rin.

nigh

.nin particular atekhoncluLld that a Cara
witl adaquote ce.jltal coat d La oa officiontaa o.2 .
tko larger fori:.a. .are of 440 acrco.:a acrco of cotton a4:2 G-ronralnobincry raoult4d.in an
.pandituro of 71.-az,nuo far evoxy Collar of gror,n

incoao. bonc-of tho 11J :a= coald bolo.4 this.
Caro is a our, nary tho Tlkan Nigh Plains Cara
statistics:

CO84 R8=th: pATIO3

- - - 123 to 240 acrco * 0\732
- - 240 to cco a 0:708

2-24n - - SGO to 00 " a 0.73
- - 003 to 1,200 Aerco 'oe 0.700

- - 1,200 to 1.523 Acrea 0.711
5 .4gan - - 1,430 to 1,03 * 0.712

(b) l`r:stn(z\towntv. _CrIlifog;11:1

On heavy soils in Vranno Comoty, Cali:ornia coats
o4 producing cotton proved to be lowest on a 4-can
fora of 1,134 acres. to coot revenuo ratio you 0.35.
On a 1 -roan :arcs o: 270 acrca, tha cost zoo/anus ratio
was 0.01.

Jlowevor, on light collo in Vresno County a 710
acra, 4-manlarraproved to ba root of1icient.
1-man. 3p3 acro Cara had a coot rovonua ratio of 0.03,
tho 4-uan farm had a coot revenue ratio of 0.70. Ziera
wan no incroaco in officioncy aftor this pant. Tha
study included Carnou up to an 8-man oporation.

(4) CAIX3O3N1A G'L' n CROP Immo

Whin study. booed on faro in 'Vole County, included nugar
beeZn, to:.atoao, nilo, barley and tafflooar. Cent pet dollar
o4 rovenuo on thono :Carus declined sharply up to about 8100.000
of roveasla. Who coot revenue figura on theca :,ors 4.M3 0.70,
On formo o2 1400 acrco which produced on the average, about
8240,000 worth of products, the coat revcaus declined to 0.00.
A4ter that point the cost revonuo otatiatic incroaned to 0.72
at 8440.000. Thera was no dermas() agtor that on largar unite.

C)
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ConSivaiOn of.the author of this study was that there was
)

no economic incentive to operate extremely large farms -- 600

to 800 acroa could compete with larger farms. The difference
in cost was slight and risks' pertaining to management on larger

° farms were considered greater.

(5) =PERIM, VALLEyr VEGKTABLE CROP FARMS

t
This particular study concluded that with contract Services

long run costs Ake constant from very =all farms up to 2400.
acres. Another conclutaidn was that the Imperial Valley farmer
achieves no advantago in owning equipment-and actually has
advantages over larger 'farms which own equipment used at less
than full capacity. This assumes that contract facilities are
available for the smaiipand medium-sized farms. The general
conclusion is that there are no significant economies based on

(6) KERN COUNTY CASH CROP FARNE

In this area the 640-acre unit was most efficient. After
that point coats per revenue dollar began to climb. The follow-

table indicates-.the economies based on sizes

"rable 6.-,Cash crop farms, Kern County, California: Total cost per

- dollar of crop revenue for three cropping programs

Cost:revenue ratio for
, Farm SiZe :

(acres) : Cotton-alfalfa : Cotton-alfalfa.: Cotton-alfalfa.barley-
: farms : potato farms : milts farms

80 : 1.06 1.06 1.00

160 r : ..96 .94 .93

320 : .92 0 .91 .91

640 : .91 ' 689) (89
1,280 : .94 .93 .91

3,200 : .96 .93 .92

Source: Calculated from data in Faris and Armstrong Study,.
0

California Experiment Station
Giannini Foundation Res. Rpt. 269

-o
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(7) WNW WAITA-rakitigLOW,OM '

Zr. Oregon.. 1 -man wheat farms achieve lower &vcrage coats
than the two or threo man farms.. Zo...(iver. on !arms smaller
than 1,030 acres the Copts stare higher. 704 following
table incicates that increases in size beyond 1,000 acrol;
resultadiin incroased costa.

Columbia:Basin wheat farms: Average cost and operator earnings for selected,farM plans using the moldboard fallow operation

Basic resources
Pull- utilization farm plan.

Farm size

Men
.

Tractors
: 1 :

Acred : Gross farm :Operator: Cost:revenue
. income : income.: ratio

Small - 1 One 30 to 46 HP 1,000 $24,572 $M69 6A5.
Aedium--.; --- 1 One 50 to 60 HP 1,600. 39,317 5,629 .86

Aedium-large 2 Two 50 to 60 HP 2,500 61,420 5,429 .91

Gorge 3 Two 50 to 60 HP,
one 25 to 35 HP 3,600 88,462

11' .94

8) DATAY FARVZ

CaY Ntw England'

The most officicat unit op dairy farms in New
England was a 2-man operation with 70 cows and costs
estimated at $2,000 a year for labor and management.
Bowever, if no charge is made for labor, the b.;Itisn
operated farm with 35 cows achieved lower costs.



'6.

va irsr Cash Grain Farms

On far, in Iowa in this category there was only

a slight Muction in-coats as herds were sxpandcd

from 34 to 58 cows. The cost revenue ratio was

relatively higher -- 90 cents expended for $1.00 of

gross income.

(c) Arizona Dairies

Average costs declined sharply pp to.aherd of

150-head. However, management difficUlties typically

occurred when the heed reached a size of :160 to 275

cows. This problem resulted from (1). fed&waste

inerpzises with herd size; (2) difficulty tn,vamying

theAevel.of grain feeding relative to each row's

production because of variation among cows, and (3)

management, supervision and coordination duties became.

more difficult with resultant decline iN7ffieiency of

/ operation.

(d) Minnesota Dairies

A study based on dairying in Minnesota indicates

that the 2-man dairy With 87 cows and a laza of 490

acres adhievod a cost revenue ratio of 0.82. A 1-man,

48 cow, 290 acre operation was elightbviess efficient.

The cost revenue ratio was 0.84 on'thie farm aim.

(9) PnEDiOTS

overal studies have been made to determine the maximum

effi ienay of feedlots based on size: According to one colorado

study. feedlots with between 1700 and 4000 head on feed at a

time with a 15-ton feed mill were most efficient. The feedlot

with 4000 to 8000 head on feud at a time with a 50-ton mill was

most efficient. This study,indicates that economies of 14 its

obtained by feedlots feeding over 1500 head are too small to

have /any appreciable effect on the average cost of producing

beef.

4 5 c.-)
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A =A study concludeothat econemies of site are attain-
able in d size range:ee1:500 to 5000 head. neyond this point
the cost curve declined slightly, but the sayings wore insig-
nificant. T4rof those studieS indicate--that.there is no
economy resulting from the giganticfeodlots suen as.those
operated by. the rtatiOnal. Tea food chain and the Gates Rubber
Coznany. Those feedlots are at to be much less efficicat
because their. arc not operated at full capacity. Consequently
the pereentage of fixed costs are greater than in the small
feedlot.

4 5o
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Strawbemesand Numb, temporar-
ilyare the means for pioneenng a
new economic concept for twenty-Ave
Mexican-Amerman families in Cali-
fornia.* Paine Valley in Santa Cruz
and Monterey counties

Last Apnl, Phillip Sanchez, then
0E0's director of operattotu, turned
the first spade of dirt in an 80-acre
spread of toil

Recently, now 0E0's director, San-
chez went back to taste the first straw-
hems., which came from the land
which had been initially "ferolized"
with a special $100,000 0E0 grant.

The first $40,000 of this pilot pror
ect funding was turned over to the
25 fiumbes at the groundbreaking
ceremonies Sanchez presemred the
check The rest of the grant 13S since
been pax!

Then, with the cOmmtung advice of
the staff and honed of the Cettral
Coast Couttteli Development Corpora.
hoe, and lee-banal assistame from the
thuvertats of California Agocutturaf
Service, these charter family fIle^Sbeti
of Co-op Camper/la began tiding
'their own" land Instead of workmg

es migrants on the land of oho
Each family was allotted a two-

acre plot and they grimly agreed to
plant 30 acres of squash at Arst al a

I
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Fnu c. ang cut, [44 quad,
shill, war inm.31Ir

qm:R rnane crop tivid+r A cr.u,tt (strati the tand brier. the
answherry srarom began. num!, Aar eantrd.

'

'quick mime?' crap until the straw.
berry teacon arrived (OM!, 13 of the
25 fattacs -planted squash

Though each family wolkal its own

014.111111-"""lbliwoolliks...--116-1111111
riot. teettillp, (enact:lag, and market-
ing and tni: of equipment was done
;minty. f.eohi plot ware etickcd as to
production.

the fira squads harvest came last
July and August.

Cash returns ma in on the (list
se .1 squash planting and the ressitts in&

catc that each of the 13 termites earned

hose% of squash were taken from each
cultivated acre.

about S2,176. Some 99.3,. 39-pound

Strawberry planting end limited
pickmg ore the larger acreage has only
just begun but about t15 acres will be
planted to strawberries by rat:1E972r
and should return about 3(00,000 in
gross talcs, it is 'estimated.

pared not (MOIL (ich of the 2i
"sok_ pert MexicanAilerican

two-thirds of whom were below
the poverty love! before the project;
C4r1eXpeer to cam about 510.000 each.

Overall. Cooperative Campicsina la
a pilot model of a self-sustaining cert.
mimic entity through which the low-,rrrtrso-
income rural poor can tic:: rn ch vete
themselves above the poverty level

And though 0E0 pioneered the. COtl,
cept and initial funding, it MI5 not
alone in giving financial assistance to
the formerly poor migrant families who
handed together.

After the Earn Home Administra-
, lima declined to patticipator Wena

.F0110 pined in with en 5151E000
crop loan which will he repots! from
strawberry safes in 1972.

And while Cooperative Campcsina
bras still o way tog!". It appears beaded
toward reaching its goal of giving "the
fannworker or sharecropper the came
economic independence) enjoyed by
the mapariry" of Aincricana

rtn, vaunt Pal tenurates
et, L-1.1.rt.r but ,en l Aeep ha

turf away, tram the crt.Mtfa- ,j
Fhr we, fr fanh fs, from oust in
comvni, he; plant era
arum (nit,.

if

, -4;
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C Dewily.% InN reffalliK
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OEO GIANT TO Pie 'N PAp Irmo( WOM3.8 RAMS Miarr Q1DTATION5

(By Allan Grant)
Last month the Office of Economic Opportunity made a grant of 050,000 to

be used to form cooperatives among farm workers to take over 600 acres of
berry production of Pic 'n Pac Foods, Inc.

As perhaps. you will recall, Pic 'n Pac, a processing firm, and Salinas Straw-
berries, the largest single strawberry producer in the Nation, were purchased
by S. S. Pierce Co.m'of Boston several Years ago and were operated under the
name of Pic Pac.

Shortly thereafter, the United Farm Workers Organizing Committee de-
manded to represent the field workers. Not wanting to risk a nationwide boy-
cott of S. S. Pierce brands, Pic 'n Pac signed a contract.

Last October, Pic 'n Pac announced it was getting out of the farming busi-
ness because it was losing money on that portion of its.operations, Blame for
the losses incurred was laid on mismanagement, and on the y of UFWOO
to provide sufficiently trained workers to harvest berries at a aonalile cost,

At that time, according to Plc 'n Pac president David Walsh, the firm held
investments in 700 acres of first- and second-year berries which it was offering
for sale. However, there were no "takers" because of the successor clause in
Pic 'n Pac's contract with UFWOC.

Initial attempts by Pic 'n Pac workers to obtain an OEO grant to take aver
the berries were foiled because accompanying conventional financing could not
be obtained to purchase the berries. (0E0 grants thus far cannot be used for
outright purchase of land or production, only to train and assist workers in
operating that business.)

It has now been reported from a reliable source that Pic 'n Pac's president
David Walsh has arranged private financing for the workers to purchase the
berriesof course, the workers will have to pay him back, undoubtedly
through an assessment on each box of berries they harvest. In additton, Pic
'n Pac also has arranged to market the berries for the workers' cooperatives.

No matter in how much "social good" Pic 'n Pac wraps this deal, it has the
appearance of a large corporation using, the Governmentand farm workers
to recoup what it can of its losses and to set itself up, make some money in
marketing and/or processing of the production of government-finanCed cooper-
atives.

But the grant raises many more questions beyond those of Pie 'n Pac's pos-sible gains.
Most strawberry producers are not large operators. They are, in fact, small

growers, with the median average being between six and 20 acres. While 'hinny
do market cooperatively, they receive no Government assistance. So what we
have is one group of wall growers financing their own operations while an-
other group receives Federal financing. Obviously, those financing their own
operations are going to be at a competitive disadvantage.
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What happens when the berries the workers are purchasing have to be
replaced?

The majority of production in California is now on a 1-year basis-2 years
is considered the maximum life for economic production. It costs $2,500 per
acre to bring strawberries into production. Where will this money come from?
In paying back Pic 'n Pac, plus trying to eke out a living, it seems highly
unlikely that the fgrm workers will have money available to set aside for
future investment. And since the venture was- not viewed as suitable for con-
ventional financing initially, what likelihood is there that such financing will
be available in the future? Won't this venture have to be continually federally
financed?

But most important, what about the farm workers themselves who will be
participating in this venture? According to reports from the 0E0, theoretically
the farm families Will receive in return for their labors an income of $10,000
per year. Also theoretically, the family will consist of six workers vko will
handle 3% acres. That figures out to about $1,000 per worker.

Sharecropping in California strawberry production is not new. In many in-
stances families supply the labor while *the grower supplies the land and the
inputs. The net returns are divided, According to growers who work with
sharecroppers, the families can and do earn between $10,000 and $20,000 per
year handling two to four acres, with the average running about $15,000 for
three acres. Thus, is it such a good deal for those farm workers who will
participate in the cooikrative? They could certainly make more money work-
ing as sharecroppers. And there is a question as to whether they could not
make more by working as pickers.

The berries in the Salings. Valley will be ready to start harvesting in April.
A 500-acre operation in strawberriesthe acreage of berry production assumed
by the cooperatives to be formed under the grantis a tremendously large
unit. Can a cooperative be put topther with untrained people in time to per-
form the cultural practiced and4et the bCrries of this season.? Or will we
simply have wasted $450,000 on a social experiment?

And the whole matter brings up one final question : Is this going to become
a pattern . . . for EFWOC to break it farming operation, thenwith Federal
fundshave its members take over that operation?

4(31
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An occasional bulletin May 1972

.commuipity
economics
Center for Community Economic Development

Geoffrey Faux: Rural Poverty & Land Owner-
ship in Maine; Ralph Nader: Property Tax;
Randolph Blackwell: Land Bank; John
McClaughry: The Town as CDC; The National
Coalition for band Reform; Testimonies from
Senate Hearings; Bibliography on Land Reform

111111111.111111 Ainah,

The consensus is widening that a 'criti-
yal part of the effort to redefine the
terms under which communities exist,
and concomitantly their efforts to deal
with the problems of poverty and
poverty itself, has to do with the issue
of land: the way it is owned, the way it
is assembled, the way it is used, the
way it is defined. It is an issue that cuts
across both the differing problems of
rural areas and the similar problems of
urban ghettos. Land is both the domin-
ating resource in rural areas and the one
from which the poor in the city have
been systematically excluded. Most
critically, it is "a key determinant of
income distribution,

In the South, the loss of land by
black people has been a primary con-
tributor to their lack of economic
power. In Appalachia, the physical un-
dermining of the land through the
expropriation of mineral rights by min-
ing companies has scarred both the land
and its people. In the Southwest, con
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Meting claims about the landabout who owns it and
how it ii to be usedhas led to violence and corruptio;
on a grand smile. In-the nation's cities, the speculative
frenzies that land is subjected to, the fervour with which
land is handled as a commodity, has made the annihila-
tion of communities where poor people live only a
matter of time.

0:14iscuuion here barely begins the subject.
,

For example, we nave not attempted to analyze the
legal issues involved, although the legal issues, and
more important the way the legal system legitimizes
social reality, are central to the problem. That Is a large
discussion that has to be made elsewhere. Similarly,
we have not made any effort to comment on impor-
tant work in land reform in other countries. Both sub-

jects need volumes.
The attempt here is much more modest: It is to get

community groups, particularly CDCs, to reflect on the
problem, shape a framework for understanding it, and
in the process begin to act. More than a few CDCs
have already committed themselves to the issue.
Their experiences in Chicago, East Boston, Georgia,
New Mexico, California will be telling.

The discussion Is modest, too, in that it concentrates
on rural areas, even though the question of who con-
trols land in the city is going to be pressed, with in-
creasing vigor during the next few years, and probably
will come to be the burning issue a few years from now.
But it is in rural areas, we feel, that the issues surround.
ing land use are easier to enunciate; they are less inter-
twined with other matters.

In agriculture, of course, the long-term movement is
toward larger and larger farms. Thus, if poor people's
organizations are to succeedln agricultural production,
some way of assembling larger plots of land has to be
found. It is worth noting that the original 0E0 bill
reported out of the House and Senate Committees
in 1964 provided for a land bank for the rural poor
operated by the Department of Agriculture.

is the second in an open ended series of
occasional bulletins on issues in community-
based economic development. The first, May
1971, dealt with a variety of more general
topics, but the succeeding issues will be focused
on singe topic. The current issue concerns
land use and abuse. The next bulletin will
concern problems in housing development
faced by community-based groups, and me-
chanisms for solving some of those problems.

Community Economics is edited by Arthur
Tobier. Individual copies are available at 81 a
copy from the Center for Community Econo'
mic Development, 1878 Massachusetts Avenue,
Cambridge, M.10.02140. Manuscripts are wel-
come, but must be accompanied by self -
addressed stamped envelopes.
Copyright 0 CCED 1972.

3

On the other band, the long -run trends in recreation
and tourism are both a threat and an opportunity for
poor people. Tourism and recreation are amongthe
fastest growing industries in the American economy.
We can expect that they will continue to grow as in-
comes increase and as the congestion of urban areas
make vacations in rural areas more important to urban
peOple. In many rural areas, in fact, tourism and recrea-
tion are the most important economic forces in a cen-
tury, promising to open up all kinds of opportunities
for the unemployed and underemployed, particularly
insofar as recreation hasbecome an all.year round
activity.

But for the most part, tourism is still randomly
planned, which has caused over-development, and
brought in its wake congestion and pollution.
Moreover, it becomes harder for the small business
man to make a profit. Over-building drives returns
down and only the larger corporations have the
staying power to hold onto the land and exploit
it in a rational manner.

The activities of the large pulp and paper companies
are a case in point. These companies, which own or con-
trol millions of acres of land in rural areas in the South,
Appalachia, northern New England and the West, are
now going into the recreation business. Having ob-
served the economic futility of the small business sip:.
proach to tourism, the big companies are assembling
land for vacation home sites, recreation complexes, and
the like. '

The result of all this is to worsen the life of the poor.
Land prices increase, cost of living goes up, and the
places where the poor have hunted and fished to sup-
plement she family diet are now closed to them. Even
the condern with ecological matters seems to work
agar:lathe poor in the long run in that it reduces the
likelihood of attracting industry, which further reduces
the opportunities for jobs.

So wayr have to be found to deal with the problems
of the poor without exacerbating them in the process.
One approach, which CCED is going to explore over
the next two years, involves the use of community-
based economic development organizations as the basic
designers of land development programs. both to take
advantage of the rising market for tourism and recrea-
tion and so rationalize agriculture. CDC, have to become
adept at land assembly and land banking, and they have
to become sensitive to, and be able to deal with, the
growing tension between concerns for the environment
and economic development.
. The possibilities for CDC involvement in this issue
as a mechanism through which poor people can ac-
quire and control land have always been there, ac-
cording to Alex Mercure, former executive director of --
HELP in New MexicoNt is just a matter of being bold
enough, he feels, to look the possibilities in the eye and
act on what is to be seen.

4 03
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on
rura
poverty
Geoffrey Faux

Maine is the poorest state in New England and ranks 37th
in the country in terms of per-capita income. Since most
of the poorer states are in the South,where the milder
climate reduces the cost of living, Mainersare probably
worse off than the per capita figure implies. Indeed, the
state has all of the problems associated with poverty,
including poor housing, ill-health, and joblessness. And
since it does not have a Major racial problem (although
it does have a small number of Indians who have had
their share of mistreatment) the problems of poverty
are more clearly actin than a racial phenomenon.

But while Maine has bben poor and rural for a long
time and has been experiencing out.migration for a
long time, those who have chosen to remain in Maine
have gotten by because land had been cheap and ac-
cessible. They could hunt and fish for meat, raise and
can fruits and vegetables, and had a cultural environ
ment that allowed them to "make do" with old clothesand old cars.

Since the mid-1950s, the state has been trying to
attract industry through tax and financial incentives,
an effort that has not worked very well. A few firms
have come into the state, but It is not clear that it
has been in response to any of the incentives offered
by the state. In several instances firmshave come in
and operated for the duration of the subsidy and left
as soon as the subsidy ran out. Recently the largest
loan guaranteed by the State Industrial Authority
to a sugar beet factory went sour and the state
is now stuck with the mortgage.

In fact, far from making progress in the industrial
sector, Maine is actually falling behind. Between 1967
and 1969, according to the state's own Department of
Economic Development, the number of production
workers employed in manufacturing industries drop-
ped-from 121,100 to 118,020. Perhaps more signifi
csnt, expenditures for plant modernization and equip.
ment dropped over the same period from $146 millionto 8106 million.

Tie pulp and paper and limber industries whirls
account for one third of the value of manufactured
goods in the state have drastically reduced their in.
vestments. Indications are that several major firma,
do not intend to continue significant activity beyond
the life of present plant and equipment. Instead,
they are moving into recreation and tourism,en.
couraged by the face that in recent years vacationers
from the cities of the Northeast Corridor have flocked
to Maine in increasing numberi to escape congestion,
overcrowding, and pollution:

Between 1964 and 1969 spending by tourists in
the state almosi doubled and has continued to rise
since. Tourism is now the number one industry in the
state, andoptices have skyrocketed as a result:An
acre of land that sold for $20 in 1961 cannot be
had for less than 8200 today. Stories abound of
how land speculators and wealthy people from Bruton
and New 'York bought land dirt cheap from poor
farmers a few years ago and hart made fortunes on
the Increase In value,

The effect of this on the poor is profound.Whereas
the poor rural Winer previously could stay in his com-
munity supplementing his income with a garden, by
hunting and fishing, and by digging clatny,ke rise
in taxes, rents, and the general eon of living it stlueez"
ins hint mercilessly. And the land itself, whichused
to be open to hunting and fishing by Mainers, is
now being fenced off for the pleasure of outsiders.

Even his own government, based on the New England
town meeting of which the Winer could be justly
proud, is being undermined. Townships are without

.zoning powers, which they never needed before and
about which they lack the sophistication to understand.
Where they have regulatory powers, the town select.
men have neither the skill nor the economic power to
avoid being dominated by the corporate interests.
During a recent survey of Maine localgovernment,
a researcher asked a local selectman how he thought
the board was going to vote on a particular issue. The
selectman replied that he didn't know yet since he
hadn't called thelloston headquarters of the town's
largest firm.

Gradually the poor rural Maine is being driven out
of his community. The numbers on population move
menrs suggest that Maine's coastal areas are under.
going a shift in population with low-income indigenous
Mainers being pushed into the sparsely settled back
woods areas, where opportunities are practically nil.
The process is reminiscent of the cycle of uprooting
and resettlement that American Indianswere subjected
to during the 19th century.

This article is taken from the author's Oatmealbefore at
Sabcommillee an Migratory Libor, U.S. SenateCommittee
OM Labor rid pubic welfare, 111 Wohingtos,
AG, September 22, 021,

a
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Such considerations do not seem to feed into the
policy.making machinery of planners and strategists.
At a time when everyone with money to invest in
the state is putting it into land and recreation, the
state is still trying to attract industry to Maine, and the
attention of moat of the regional offices of federal
agencies is riveted to "the mobility strategy" and
industrial development.r

Yet while tourism and recreation are the most im
poctant forces to hit the state in a centuryoind could
open up all kinds of opportunities for the under-
employed, especially now that recreation M Maine
has become an allyear activity, the poor can't get a
handle on these opportunities because they are con-
trolled by out-of-staters.

A recent estimate put the total absentee ownership
of the state's land area at 80 percent. Fifty-two percent
of the land is owned by paper companies. Outsiders own
the land and control the benefits. Moreover, wages arc
kept low, in put by importing thousands- of outof-
state college students who compete with the local popu-
lation for summer jobs. Jobs with any kind of career
potential go-to people brought in from the outside. Nor
Is there Any training orlinancing available for local
people to take advantage of the business opportunities
generated by the recreation and tourism.

To make nutters worse, the statewide development
of the tourist industry has been random and unplanned.
New motels. hot dog stands, servicestations, gift shops,
and camping grounds pop up every day as corpoiations
and entrepreneurs chase each other.all over the Maine
coast In an effort to get locational advantage. Over-
developinint has already occurred in some area and
the result has been overcrowding, congestion, and poi-
lotion. In addition, this chaotic competition has made
it harder for small businessmen to make a profit since
overbuilding drives returns down. Only the larger cOp
porations have the staying power to hold onto the
land fur its longterm.benefita.

Furthermore, the capital gains resulting from the
steadily rising value of the land, which is Maine's pri

. Ar alsomary resource, c also lost to most of the state's in-
digenous probative' If tapped, such values could gen
crate badly needed funds for public services. But the

state relies on an archaic and regressive property tax
which ironically lAvOrtl the large, corporate landowner.

I think it Is Sale in say that what is happening in
Maine it happening elsewhere. In Vermont, for eXaMPIC,
a recent study allowed that 23 of 31 Vermont plant*
employing more than 250 people arc owned by out-of-
staters. Despite the Vermonter 's image of himself

as a free independent yeoman, he is practically a serf
to corpotate microns in New York and Boston. The

interesting thing is that this pattern of absentee ovfner-
ship has emerged just M the last 15 years as a result
of the trend toward mergers and conglomerates.

In western North Carolina and other places in Ap-
palachia, the lumber and coal companies that have
sucked the minerals and timber dry are now cutting

7

up their holding into vacation and retirement homes.

At in Maine, taxes, rents, and the cost of living have
risen in these places and the poor are being further .

impoverished.
If there has been a broad survey of corporate land

ownership in the United Stites, I am unaware of it.
However, in my own limited observations, many of the
same corporate names seem to crop up in affluent
parts of the country. Among the major corporate land-
owners in Maine are Georgia Pacific, the International
Paper Company, and St. Resit Paper.in Harlan County,
Kentucky, the largest landowners in the county are
U.S. Steel, International Paper, and Georgia Pacific.
In Jefferson County, Miuissippl, the largest landowners
are Johns Manville, International Paper, and St. Regis
Paper.

The growth of recreation and tourism and the shift-
ing pattern of development to less congested and pol-
luted areas will in the next decade offer a tremendous
opportunity for revitalizing rural America. /3 ut the
rural poor who should stand to gain from these trends
are being pushed out of Ile picture by the corporate
sector. Efforts to pour investment subsidies into rural
areas without regard for who benefits will make a
mockery out of the genuine need of the poor to partici.
pate in the development of rural areas. As in urban
renewal, rural renewal could become a dinner for the
poor.

Where do we go from here? How do we get out of the
deadend into which our rural policies have taken us?

The first step is to recognize the nature of the issue.
Behind the "problems" of bad housing, poor educa-
tion, insufficient jobs, lack of capital to start a business,
and soon, is a system of unequal distribution of
land and resources under a largely absentee owneu'hip.
This system has been created by tax policies, subsidy
progrants,euid technical aid efforts paid for by the
U.S. taxpayer.

This concentration of power renders helpless not
just the poor hula!l parts of rural society. Even where
skillful men of good intent lead a local government,
they cannot make the change's needed because rural
communities themselves arc in bondage to thew cor-
porate powers. And it is not in the nature of things
for International Paper to tax itself for better housing.
in Maine, or for Georgia Pacific to concern itself
with schools in Harlan County, or for St. Regis to
worry about poor black sharecroppers in Jeffeison
County, Mississippi.

A second step is to get the facts. What information
there is concerning ownership rural America is
scattered and incomplete. The federal government
which spends millions of dollars on rural socio-
economic research of dubious value has done nothing
on the basic question of who owns the land and the
minutes in rural America, What is needed is a de-
tailed and thorough study of the concentration of
ownership in rule Aitericaind its relationship 1st
rural poverty.
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But even before the iompletiOn of such a study,
strategy for rural development can begin to be

formulated. Elements in such a strategy might
include:
.- development of a system of credit, training and

technical assistance for poor peoples' rural co
operatives and other selfbelp enterprises. The pro- p
posed Title VII of the Senate version of the Econo-
mic Opportunity Act is a start, but it only
matches the surface.

On American History
The history of the giveaway of America's public
lands-hundreds of millions of acres over a
century and a half-constitutes one of the
longest ongoing scandals in the annals of
modem man. Fraud, chicanery, corruption and
theft there were aplenty, but more scandalous
was the lack of concern for the social coo
sequences of uneven land distribution. Congress
at times did enact such foresighted measures as
the Homestead Act of 1862, but far more often
it authorized the wholesale disportal of public
lands to speculators rather than to settlers. And
what Congress didn't. surrender to the land
hoarders, 'the'state legislatures; the Land Office
and the Interior Department usually did.

In the .4eady nineteenth century, the typical
speculator's gambit was to form a "company"
'which would bid for massive grants from
Congress or the state legislatures, generally on
the pretext of promoting colonization. Once a
grant was obtained-and it never hurt to be
generous with bribes. the land would be divid
ed and resold to settlers, or more likely, to
other speculators. The enormous Yazoo land '-
frauds -in which 30 milljon acres, consisting of
nearly the entirety of the present states of
Alabama. and Mississippi, were sold by the .

Georgia legislature for less than two cents an
acre, and then resold in the form of scrip to
thousands of gullible investors-was.perhaps the
moat famous of these profitmaking schemes.
Huge fortunes were made in such swindles,'
often by some of the most respected names in
government. The social consequences were not
limited to the quick enrichment of a fortunate
few. The issuance of vast tuxes of lend to
speculators also had the effect of driving up
land prices, thereby impeding settlement by
poor Americans. And, since grants were not
always completely broken up, they had the
additional effect of Implanting in the new
territories of the South and West the pattern of .

large landh oldinge t hat persists to this day.
, Beer Barnes

Excerpted from "The Great DAmerican Land
Grail," The New Republic, June 5, 1971.

reform of femisubsidy propane which favor cot..
ponte wealth over the small farmer.
extension of mininunn wage laws o.faesn workers
to alleviate the exploitation of human beinga that
Is the backbone oils/CW.4de corporate fanning
in many puts of the country,

- &shift in the priorities of fednalli supported:esti'
cultural research from a concentration on huge.
scale technology to technoloOsuitabk for
smaller farms. It is unlikeIrthat the shift to large.
scale farming would hire happened in many crops
had not the h sponsored by the Department
of Agriculture been so oriented to largescele farm.
int.

."1 of tax polides which provide incentives for
the ,ealthY to speculatein land. Also required is a
Atte away from the proprepy tax' to amore propel.
sive income tax as a hatisqurcc oflOcal govern.
ment incoMe,

- revision of surallevelop ent legislation such as
that whichltroPoees a Rural Development Credit

System (S1223). to enure that it would become..
a vehicle forulfrievelopment.
development of a lend bank.proiam whereby the
federal givernment would finance I6cal purchase
of land for locally owned development projects..
Likethi Orbit% Renewal Program, the Land Bank
Would provide ilwriteKrowns" for local projects.
Unlike the Urban Renewatrrogram, develop.
ment projects would be sponsored and owned
by publicly owned kcal or regional develop.
ment corporations responsible to the commu.
nitres involved. Through these development.
corporations, migrant workers could be given
an opportunity to settle and obtain land owner-
ship.

L.: exploration of the antitrust aspects of thecon
Generation of land ownership looking tower&
the possibilities of comprehensive land reform
through both legal and legislative action.

- reform of abuses of acreage limitations under
the Federal Reclamation Act.

It is not easy to conclude that an important part of
the solution to rural poverty is in the redistribution of
land. Such a solution seems to lie so far into the future,
and each day that goes by is another day of suffering
for migrants and other rural poor people. Bkr after
seven years of trying to cute poverty with bandalds,
thelederal government cannot continue to delude it si
self sa to the real nature of the disease.

Ironically. the United States has heencteaching the
virtues of land reform to less-developed countries since
the end of World War II. The forces that resist land .

reform in Latin America and Asia are eitniler to the"
forces that itiverevented it from incoming a rub.

ject of serious discussion In this cquntry. But bet .
ter or worse, land reform is as much a key to the -

elimination of rural poverty in America as it Is any
where else on the globe.
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and other
myths
The system of taxing property in this country is no-
toriously regressive. All units of land get taxed at the
same rate, no matter how large the holding or how
high-the owner's income level, which means the burden
of thi tax is made to fall more heavily on the man with
the smaller holdings and the smaller income. To make
matters worse, the large corporate lndholders have
regularly abused even this system, favored by it as they
are. As a recent study by R ph Nader 'imply docu-
ments, corporations have sy ematically been allowed
to flout or evade the assessmen roce.ss. They manage

through influence peddling of s rt or another to
keep their property underasse and their taxes low.

The consequences of this situation are manifold. For
the public schoolswhich depend on property taxes
for financingit means shortchanging children, forcing
them to spend their time in settings that are dismal,
makeshift and dehumanizing. But equally distressing,
according to ad tes of land reform, 'a that the
maladministratidJbf the property tax provides cor-
porate interests with-the very margin ofprofit that has
encouraged development of dubioui, if any, ;oda
value.

In other words, land reform advocates argue, the

property tax as it is now constivred and administered
giVes corporations the subsidy they need tomindlessly

exploit land, while it denies the broader community
the instrument it needs, given the institution of private
property, to insure that humane, ratherthan economic,

values determine priorities. -

The land reformers want to tarn that situation
around and make the property tax an instrument !loth'
for equalizing social costs and for insuring a balanced
development that is defined by the whole community
and not simply by the corporations that dominate the

community's economy. "
They.would,upport a progressive systerrehat is,

a system where taxes increased as a function of the

amount of land owned and its value; and they would
provide for differentials in the tax rate so that govern.
ment could encourage one kind of development and

O

discourage another. Just as churches have been made
tax-exempt in their land holdings, presumably to en-
courage the spread of organized religion and a parti-
cular ethic, land development by community-based
organizations could be encouraged by extending them
the same tax exemptions,

Of course, to build the constituency for this position
so that it has political currency is not an easy task. The
taxing power is also the power to confiscate and the --

idea of confiscating a corporation's private property
because that corporation has violated the community's
lawswhich is where the image goes if you take it
far enoughflies in the face of that which every Ameri
can is coached to show undeviating respect. Rather,
Americans have been willing to acquiesce and believe
corporations were-socially responsible. It is work such
as Ralph Nader describes in the following testimony

, that must serve as a starting point for a general re-
assessment of this and other myths. Arthur To bier

Statement% Ralph Nader before the Select Committee
on Equal Educational Opportunity, U.S. Senate, .

Washington, D.C. September 30, 1971.

. . . Little needs to be said here about pOverty in Appa-
lachia; but much should be said about Appalachia's
wealth. Appalachia, Dun 's Review has said, suffers
from an "embarrassment of riches." It is one of the
richest mineral regions in the world; in 1965 Kentucky
alone still held about 27.8 of an original 35 billion
recoverable tons of coal. Three hundred ninety-six

- million dollars worth of coal was mined out of Kentucky
in 1968. There is so much oil and coal and timber
and gas in some parts of Kentucky that 30 attorneys
have worked full-time in one Kentucky town of 6,000,
just separating out the mineral rights to individual
jp[rcels -

But the people of Kentucky do not share in this
wealth. It was bought up by outside interests long ago
for from fifty cents to five dollars in acre. The list
of owners now includes such-names as U.S. Steel,
Bethlehem Steel, International Haivester,.Ford Motor, --"
and National Steel. Mechanization, and especially
strip Mining, have meant that fewerod fewer Ken-
tuckians can even earn wages minifig the land. And
since the coal owners virtually escape paying property
taxes, the imposed impoverishment of the coal regions

is just about complete... the underassessment of
coal begins with self-assessme* Local assessors have
no idea who owns what and h6w much it isworth. The
owners of the coal bearing kris simply' tell their
version of what they own, wle, and its value. And
. the ill -equipt, frequently untrained local assessors
have no way to check the owner's statement. the
"Tax Commissioner" of Knott County, Tennessee,
described the Process thus to the St. Louis Post Dis-

patch:
The coal companies 'pretty much set their own
assessments . . . Wehave no system for finding out

P

'4 61



2085

12

what they own. Like they may tell us they own 50
acres at a certain place, when actually they own
500 acres, .. If a company sayson area ialarren
or mined out, we have to accept it.

Or as one loci( Tax Commissioner told the Appalachian
Lookout, "People (meaning "caval companier) just
paid whit they thought they should. Still do, mostly."

This system is not exactly air tight. In fact, a good
deal arick coal propertyone authority puts the
figure at "tens of thousands of acres"never gets onto .

the tax tolls at all. A fact.finding team appointed by
the Pike County, Kentucky school board in 1967
found that forty to sixty percent of the coulky's land
was either unlisted or underasseised. That ye r the
Pike County'schools Izadx. deficit of almost' $113,000
and 45.3% of the people were below the poverty level.
Yet at the same time $65 million worth of coal was
being hauled out of tho county. -

While the federal government has spent millions
to wage "war" on poverty in Appalachia, anagency
of the government has helped exploit Kentucky's
failure to evesget its coal property onto the property
tax Molls. AccOrding to the Kentucky lawyerhistarian, .

Harry Caudill, author of Night- Comes to the Cumber-
lands, the TVA a few years ago took title to the land
of a defaulting coal supplier. In such cases, Mr.
Caudill says, the liyquires the TVA to pay taxes
at the same rate thit was paid during the two years
before its acquisition. But since, as it turned out, this
land had never been recorded or assessed, the former
taiorate had beeii zero. So now, we are told, the TVA
owls and pays no taxes on 8,800 acres of farm and
coal land in Bell County, Kentucky. And meanwhile,
Bell Obunty is able to pay only 5.7% Of its public
school costsa whopping $34 per pupil per year.

But even when Kentucky coal land does get onto the
taitr'olls, the'owners, some of e largest and most
profitable corporations in the nation, pay hardly a
pittan 'Thousands of acres of coal land worth
$2 a $300 an age get on the assegmeit boo

2.00 an e," the Louisville CogAtir-lan
An 1985. For e ple, National Steel Co. currently is
developing a huge new mining complex on c14,200 acre
of coal land in Knott County. It is building a large,
ultra-modern tipple and a preparation plant that is ex-
pected to produce 1,250,000 tons of first-quality coal
annually. A new railrqad is being built talet at' this
coal. The owner of this tract of coal land, Elkhorn
Coal Corporation, has paid its shareholders a staggering
35% of its gross receipts in dividends. Yet Elkhorn .
Coal Corporation has been paying Knott County taxes
of less than twenty-two cents per acre on land so rich
as to warrant the new railroad and preparation plant.

Or Consider Harlan County, where U.S. Steel has
strip-mined the Big Black Mountain, the tallest in
the state, into* "colossal wreck." In 1966 more than v
thirty million dollars worth of coal were mined out
of Hagan County, and U.S. Steel's subsidiary, U.S.
Coal and Coke, was the county's largest single producer.

13

A Biblical Precedent
In biblical times, the Hebrews had a custom
called Jubilee. Every fiftieth year was a year of
,celebration, during which slaves were manumit-
ted,- alienated lands restored, and debts fat-
given," In a limited way, the society's air was
cleansed so that a new era coda begin, free of
the burdens of the previous period.- Although
the Ainerican society is less than two centuries

. old, its history has so burdened it with in:
equities that the Jeffeisonian dream which was
its raison d'etre has not only been, stifled; it
stands in danger of total collapse. There would
seem to be no better way, to celebrate our
forthcoming bicentennial festivities, in 1976
than to declare a form of Jubilee and sweep
away as much of the deadwood of the past as
we possibly can. Let the vast accumulations of
wealth be leveled (the rich will still have a
headstart because of their superior education,
health, experience, etc.); let the large landhold-
ing, revert to the state, to be homesteaded on
long-term leases by those so inclined/ let the
lame holdings of corporate shares be disnibuted

the poor, so that we can discOver what a
people's capitalism, might really be like; let the
tax laws and the criminal codes, whose corn -
plexity too often serves only to obfuscate
rather than to clarify, be written afresh to state
unambiguously what they are intended to state.
-
Acepted from "Th. Twilight of Copitelltm," by
Robert S. Itrowne, Business lk Society- Review, Spring
1172.

U.S. Steel paid axes of only $34,500 to the county on
two producing mines valuedprobably by itself at
29,300,600. In Arizona, U.S. Steel wouldhave paid
almost ten times as much on the same operation, With
'that muck extra revenue from U.S. Steel alone, Harlan
County could have provided close to twice the $41
per pupil it could afford in 1968. Still not much. But

Oileast a start.
ln Kentucky, property taxes levied are not always

property taxes paid. Several years ago a reporter from
the Hazard, Kentucky Herald, found that. large

, mining companies owed Perry County over $75,000
in backtaxes. The NeW York Mining Company alone
owed over $4,200. Apparently the county was

.making no effort to collect.
And throughout Appalachia, the story is the

lame: The people are 'poor, the schaqls are poor, but
the owners of coal land enjoy a property tax field
day. Tennessee's five Most prolific coal counties,
which produced 6 million tons of coal in 1970, are
losing several hundred thousand dallarfer year in

v9b
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property tax revenues, according to a study done at
Vanderbilt University last summer. Coal land owners
control over one-third of the total land area of-the7--
five counties btit they plovide less than four percent
of the property tax revenllei. One owner collects
royalties of $4,500 per week oh land assessed at
$20-25 art acrethe same value the county assigns
to unused .svoodlana and one quarter of that it
assesses farms, "

The patternbontinues stress the county. The largest
and wealthiest corporations flout or evade the property
tax laws, victimizing the public schools, A report released
recently by a-team of law students led by Maine .

lawyer, Mr. Richard Spencer, disclosed that Maine has
been losidg#ver one maim dollari annually in pro-
perty 'tax revenues because its 'timberlands are under-

-assessed. &cording to the report, the. State Property
Tax Division does not even have a trained forester to
check the work of the private appraisal firm, James W.
Sewall, Inc., drat assesses the. timber land under con-
tract. The president of that appraisal company, which
also performi substantial private work for the tiniher
companies, is'Mr. Joseph Sewall, Chairman of the .°
Appropriations Committee in e Maine State Legisla
ture.

In Augusta, Georgia, a so-c "Committee of 100"
Of "prominent citizens" touched off an epidemic of
underassessments some ten.years ago by offering il-
legal tax concessions to firms as ah induceinent to locate
there. The concessions were supposed to be temporary
and available only to newinclustries; but nobody en-
forced these restrictions and in time the prominent

'o "100" had filched, according to the Richmond County
Pr' erty Owner's Association, $300 million worth of

erty from the assessment rolls. Meanwhile many
e county's schools are on double sessions and

ere is a shortage of 14 classrooms, not includir?g 119
'nonstan a " ones.

School districts in Texas have fared little better In
the Permian Basin the underassessment of oil and gas
properties belonging to some of the world's largest

,producers has cost one school district alone at least
one million dollars a year for the last seven years. A
1970 study of oil and gas properties by Texas University
Law students in Ector County, Texas,found that pro-
ducing properties were undervalued by about 56%, and
that nonproducing property,which Texaco had leased
for $460,500 was not on the assessment rolls at all.
Homes, on the other hand, were assesssslost very close
to actual market value. A private appraisal firm,
Pritchard and Abbot, did the assessing for the taxing
diitricts. And a survey of timber land in 6 counties and
4 school districts in East Texas by,the lame group of
law students disclosed a pattern of underaisessment
which, if projected over the entire county East
Texas region, signified a loss of approximately $38.4
million in local revenues tar.lt year. In the Newton In-

end,cnt School District alone, six companies, in-
ChampionU.S. Plywood and the Kirby Corpor-

al derpaid by more than $133,000 in 1969....

a
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Ian
bank for:
the southt
,Randolph Blackwell
The history of Southern black people has been an ac-
count of their systematic alienation from the lands upon
which they have worked as farmers and agricultural
workers. The net effect of the public programs of the
U.S. Department of Agriculture has been to dispossess
all small farmers, and particularly black farmers. The
dispossession of black farmers has been toughly four
times 4he rate that has occurred among white farmers,
this beingthe result of unequal access to agricultural
credit and to production education and technolop
plus the illegal denial to black people, in many commu-
nities, of the opportunity to buy or lease land,

The further obliteration of opportunities for black
families to make their livings from agriculture has
attended the mechanization of farms' and the elbnina-
tion of cotton as a main enterprise rou
South. This process has removed the economic base in
Southern rural communities for literally millions of
young and older black pebple, leaving them no other
practical alternative except to flee into the slums and
gheitos-of the citiesNorth and South.

The Food and Agriculture Act of 1965 was
crowning act of travesty in accelerating this process of
evicting black people from their home communities.
By authorizing the sates of botton allotments separate '
from the land, and making no provisions for financing
the readjustments of poor peoplepreviously em` ployed
in such farm enterprisesthe act provided no alterna-
tive opportunities for the poor either as small farmers
or employees in other rural enterprises.

One principal aim of the so-called Land Bank is to
cernmence an essential rebuilding of the economic base
for rout black people, reestablishing access to
productive land for their farming and non-farmbig
enterprise needs.

A collateral 'aim is to give black people and their
cooperative associations, through ownership, the -basic
asset of land, which ihey then can use as essential secur-
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Sty for the fierAng (Alms building and curd busi-
ness developments, including their development of sue-

----onsful-and-snodemfums,-,--
All of this, again, is in the context of offering new

opportunities for black people-and other poor and
disinherited people-to attain a desirable stability in.
residence and work, so they will not be compelled to
migrate into the nation's large tides,

17

It is deeply significant we feelellsat,church opal-
tations_Mighttransfer lancls that haw come into

their posseision over the years for this high eiVIe pur-
pose-of capitalizing a regional Land liank-thireby
directly serVing the needs of rural prior people, and
also setting a precedent for other thoughtful organi-
zations and individuals to.follow. Such constructive
moves might again help to develop public land policies
and legislation that may re-open opportunities for
needy rural people.On Amerkan Incentives

Because the really good lands in the South
nearly always lie' within the great aggregations
that predate the end of reconstruction, the
landowning Negro farmer and his red-neck
competitor generally grub away on thinner soil
at substantially smaller' returns per acre. And in
the slack waters of the almost endless swamps
there must be literally unnumbered (as recent
Census Bureau disclosures suggest) black il-
literates who have yet to learn that the U.S.
government seeks to lift them out of poverty.
An amply financed effort to redistribute avi-
culture' land coupled with a drive to organize
farm cooperatives would offer the impoverished
rural southerner more hope for self-sufficiency
than he has known since the southern settle-
ments began. Through cooperative ,corpor-
ations, feed, seed,- fertilizer, tools, machinery,
fuel and food could be bought at reduced

` prices, while, assuring better prices for their
tobacco, cotton, livestock, eggs and poultry.
Japan's postwar refutgente and Scandinavia's
long stability owe much to government-backed
cooperative undertakings by producers of food

. and fibers. Such time-tested devices might work
equally well in our long-tortured southland if a
strong federal administration were to-boldly
promote them in the face of such primitives as
Sen. James 0. Eastland (D-Miss.) and Gover-
nor Wallace of Alabama.

The present "farm programs" do little or
nothing for tenants and day laborers. .A multi-

,million-dollar grant to Delta Pine and Land Co.
as an incentive to "soil bank" its land and
refrain from growing cotton seeps up to share-
holders rather than down to field hands. To
paraphrase Lincoln, cooperatives offer the hest
prospect of allowing the man who grows the
corn ty eat the corn. In a country that
shamelessly pumps billions each year through
bloated corporate treasuries, it is remarkable.
that at least a few hundred millions have not
been hazarded on a national program to draw
farmers into the kind of joint effort that could
bring them prosperity on their own lands whili
halting the rapid drift to huge corporate farms
on the one hand and an ever-accelerating rush
to the cities on the other. Harry M. Caudill

tam! Precedents and Experience in US, Land History
The United States was eitablished in the first place as
a mecca of new opportunities for oppressed people of
Europe, despite the fact that it also became a slave
colony for black people. The history is therefore mixed,
but it does contain a golden thread of good lend
polities and precedents.

The Homestead Act of 1862, as amended, is a unit
of such good policies and precedents. It was based on
the central concept that a popular access to basic land
resources, subject to constructive rules, was good frit
the community and nation.

The provisions of this act are fairly well known, but .

it is well to review them for the fresh insights they
may provide about their value as precedents. The
principal concepts and provisions of the act were these:

1. That occupancy of lands, in residence, might earn
the opportunity to own the lands.

2. That care and improvements of the land, including
clearing, cultivation, productive use, buildinga
home and other buitdinp, etc., could also help to
"earn" the right to ownership.

3. That a homesteader who earnestly desired owner-
ship of lands} hie effnttt tn reside mit,
improve and use it, was also entitled to other en-
couragements, such as low interest loans at reasona-
ble terms of repayment.

Over 200 million acres of U.S. public lands were
transferred to homesteaders during the period 1862-
1923-during the development of the northern and
western regionspf the United States-under publip land
land policies that clearly disseminated basic wealth
in a constructive way.

The Reclamation Act of 1902, as atnewlEd, was an
adaptation of the concepts of the Homestead Law to
fit desert land conditions. In this case, substantial
improvements were needed for arid lands to be pro-
ductively useful to settlers-or homesteaders-mainly
in the construction of irtigation and drainage works
to be used by whole communities. The act provided
for the public financing of such generally needed im-
provements, and, in effect, for the establishment of
co-operatives in local communities to handle the
necessary developments and land transactions. It also
provided for adjustments in the price of land that
would be actually charged to settlers.

4 0
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This is a deeply significant act, from the standpoint
ptecalentseeittee ithas involved the provision

of millions of dollars of public subsidy and invest-
ment for creating a sowd basis for settlers to own
their land, and for rural communities to develop and
be prosperous. -

But in fut, the subeidy provisions of this act have
helped California and Arizona cotton production to
achieve lower costs while effectively wiping out
cotton oduction in many Southern communities.

On American History
In November 1862, Grant made John Eaton
superintendent of Negro Affairs and gave him
wide powers in smoothing the transition of the
refugees. The situation at the time was des-
perate. "The scenes," Baton said. "were appall-
ing the refugees were crowded together, sickly,
disheartened, dying on the streets, not a family
of them all either well sheltered, clad, or fed;
no physicians., no medicines, no hospitals; many
of the persons who had been charged with
feeding them either sick or dead." Many of the
refugees, moreover, were disheartened by the
cruelties of the Union soldiers and Northern
civilians.

Moving with iij tch, Eaton organized staff
of army officers and established contraband
camps for the refugee's. The able-bodied Men
were put to work harvesting crops on abandon.
ed plantations. The old, the infirm, and the
young were settled on Home Camps. In some
cases abandoned plantations were leased to
men and extensive efforts were made to orpn-
ize communal societies. At Davis Bend, Mississ-
ippi, the abandoned plantations of Jefferson
Davis were divided. into districts and a semi-
autonomous black government was established.
Each district had a judge and a sheriff, and all
of the officers of the courts werdirleek. Under
the piovisions establishing the settlement, white
speculators were banned. By the winter of
1863, some 600 freedmen were producing
crops in the area.
Similar experiments were made on the Sea
Islands, where General Saxton advocated land
and self-determination for the black refugees.
This experiment was given impetus by William
T. Sherman's epochal Special Field Order Num-
ber 15 (January 16, 1865), which set aside for
black settlement "The islands from Charleston
south, the abandoned rice fields along the rivers
for 30 miles back from the leas and the country,.
bordering the St. Johns River, Fla." Under the
provisions of this order, the head of each family
war to be given "a plot of not more than 40
acres of tillable ground ... in the possession of
which land the military authorities will afford
them protectidn until such time as they can

s

The following art tome of the salient provisions of
the Reclamation Act;

1. It authorized Congress to provide the funds and
technical assistance for the constructiqn.of major
irrigation, drainage and land improves:emit rojects
when these were of a scale beyond the practical.).
handling by individuals or small local Ouzo..

2. It provided for the setting up of legally authorized
Reclamation Districts and Associations that could be-
come corn . tent contracting a ncies th receive pos-

protect themselves, or until Congress shall
regulate their title." The order also provided
that "on the islands and in the settlements
hereafter to be established, no White persons
whatever, unless military officers and soldiers
detailed for duty, will be permitted to reside;
and the sole and exclusive management of
affairs will be left to the free people themselves,
subject only to the United States military
authority and the acts of Congress." By 1865,
Saxton had settled some 40,000 freedmen on
this land.
To the surprise of almost no one, these com-
munal experiments were later abandoned in
favorof "free enterprise." Pursuant to the
directions of the Lincoln Administration, the
captured and abandoned plantations were later
leased tq private entrepreneurs who employed
the refugees at scandalously low wages and
abusect them almost as much as the slave-
masters.

A fascinating "if" develops at this point. What
would have happened if the government had
pursued its original policy of land grants and
communal control? W.E.B. On Bois and Vernon
Wharton, among others, have suggested that
such a policy would have altered the face of
Ametica. Wharton said: "The significance of
this one-year experiment fat Davis Bendj lies in
what it shows might have developed from
Eaton's early system of camp if the 'radicals'
in Congress had allowed their radicalism to
extend into the field of economics instead of
confining it to that of polities. A wiser and
more benevolent government might well have
seen in Davis Bend the suggestion of a long-time
Foram for making the Negro a self. reliant,
prosperous, and enterprising element of the
population. It would have cost a great deal of
money for the purchase of landi, or would have
involved an attack on the sacredness of prop.
.erty rights in their confiscation, but it would
certainly have greatly altered the future of the
South, and it might have made of her a much
happier and more prosperous section."

Lerone Bennett, Jr.
Excerpted from 'Tice Atsklogi of Black America,"
Ebony bingulne, Febnotry 072.
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session of the lands so improved, and to administer
its sale to qualified settlers; and further, to handle
adjustments in coats and ?slues of land so settlers
could afford to buy them.
3. It provided for Interest free public credit,lor a
40 year repaymentperiod, as the basic terms for the
public funds that were provided to improve and
make such lands available to settlers. .

4.1t also provided foe reappraisals of (a) the whole
project, and (b) individual parcels of land, to in.
auf:e that the price of land offered to individual
settlers was within their capability to pay.
5. It then established conditions in residence and im-
provements, similar to those of the Homestead Act,
as qualifying conditions for settlers.
6. It included an Acreage Limitation provision, as
later amended, to prohibitat least in the first
cycle of ownershipsundue speculation in the land
for profit instead of for home ownership and use.

These provisions, also, we find to be deeply relevant
to the design of a truly competent Southern Land Bank,
based initially upon "capitalization" with church
properties..

The land programs of the Resettlement Administra-
tion and of the Farm Security Administration took
these basic precedents of the Homestead Act and the
Reclamation Act and modernized them to a degree to
serve the pressing needs of rural poor people during
the Depression years.

The main features of thesetpropams that have great
value for future use are;

1. Industrious andhonest "settlers" and borrowers of
t funds need not have an "equity" of money to in.
Xvest for making farming or other rural enterprises

succenfultbut rather (a) a good plan of operation,
(b) assured access to other essential production re-
sources, through low cost credit, (c) assured access t

to modern technical assistance, and (d) a reasonable
price for purchase of the-land. If these conditions
can be provided, repayment of borrowed money is
possible, and land can be paid for within 40 years.

2. Sound and modem land programssrut be developed
in most communities through the combined use of,
(a) federal and/or state (or oilier major) powers and
resources, plus (b) the services of a local non-
profit cooperative or association. This became the
basis for provision of locally adapted land programs
and land credit. Resettlement projects, co-operative
associations, credit associations, etc. have been
successfully usedeven in buying whole Southern
plantations and developing them for successful
ownership and operation by previous sharecroppers
and farm hands.

The precedents of such diversified projects and pro-
grams, including the operations of the Bulkhead Jones
Fatm Tenant Purchase Act, are available for use by
an Adantabased regional Land Bank.

4

The Land Purchase and Leasing Association Prototype
A number of personnel of the Farmers Home Administra-
tion as of 196146 had had personal experience in
the development and operations of one or more of the
Depression Era ptogtams mentioned above..They
participated in the pre-legislative negotiations for
the Economic Opportunity Act of 1964, in which Ildr
III was designed to "combat poverty in rural state
This title, as finally approv , delegated, its loan and
grant authority to the Fanners Home Administration,
and that agency adminlitered it,

It is noteworthy that the original Section 303 of
this act provided for the authorization and operation
of Family Farm Corporations, which have been referred
to as Land Purchase and Leasing Associations in
short, land co-operatives, to handle:basic transactions
in providing lands at teasonable costs and terms for
poor people.

The central concepts of this proposed legislation are
basic to the concepts that should be considered in
establishing a regional Land Bank, capitalized with
church and other donated lands at beginning, but
made legally capable of acquiringlanda through future
purchase; transfer, or gift, and making these lands
available on sound terms to needy-black people.

These are the vital provisions:
1. That the lands be acquired through gift, transfer
or purchase.
2. That the Land Bank have authority and resources
for improving, sub-dividing, maintaining, idling,
leasing and otherwise administering such lands,
3. That it have authority to utilize such lands as
collateral in borrowing money.
4. That it develop sound appraisal procedures and be
authorirgito sell and/or lease its properties at
appraised values that are in accordance with the
ability of the recipient family or organization to
Pay.
5. That it be authorized to cover any loons that re.
stilt from such sound and civically beneficial trans-
actions from (a) profits on other tmneactioirs, (b)
grants from public sources, or (c) grantifrOm
private non-profit sources, such as foundations,
6. That it also be authorized and equipped to-act
as an agency to assist recipients of lands in obtain.
ing the entire range of public financing and techni-
cal assistance for the purchase, improvement and
operations of rural farm and non-farm properties,
either by subsidiary associations or individuals,

The "Nest Egg" PrincipleUsing Church tangs
Land is basically a more valuable property than
money, since there is a fixed andlimited supply of it,
and its value enhances with population growthparti-
cularly when it Is located in the path of urbanization.
Further, it does not burn itpoor blow away, and it is
not subject to simPe forms of theft. It is therefore
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the ideal collateral to use in the procurements of addi
done! resourcea,pe credits. NI

An agency that deals in land may parlay its wealth
and force through:

1. Use of its land as security for borrowing money to
finance improvements, or the acquisition of addi-
tional land.
2. Use of its civicpolitkal strength for procuring public
loans, services, and prints that would be otherwise
difficult to get.
3Erlineting legislative influence in behalf of its
owner! and beneficiariel.

1. A Land Bank should be able to conduct fairly
large dimension programs, utilizing relatively modest
"capitalization." It would do this by "turning over"
its investment through refinancing which it could help
its member groups obtain as well.

The authorities and funds of the Partners Home Ad-
ministration and the Farm Credit Administradon
illustrate the kinds of resources that might be used. For

0
example: .

Section 302 of the Partners Home Administration
Act of 1961, as amended, provided for the granting
of fatal loans at 5% interest for 40 years
(the pu, 'c makes up the differences in interest
cost when the current price of money is 8%). A
well administered Land Bank may assist the pur-
chasers of its land in obtainingsuch loans to re-
finance its own contracts, thereby putting its own
resources back into circulation for use by others.

Section 304 of the same act authorizes soil and
water improvement loans, at 5% and for 40 years,
for improvement of properties. The Land Bank may
also assist in procuring such loans to enhance the
value of properties in its universe of service.

s Section 306 of the same act authorizes similar loans'
on the same terns to associations. It wpuld be
hoped that the civic.legislative strength of the Land
Bank and its supporting organizations would be
adequate to enable use of such financing services
for its own subsidiary associations.

. Legal Aspects of the Design of This Land Bank
'lids special Land Bank should be incorporated as
a nonprofit corporation wider state laws. Its board
might have members who represent the basic organi
zatiotts,of interest. Its articles would set forth powers
and authorities of kind; indicated above.

The future establishment of subsidiary nonprofit
.associations in specific communities or areas; where
significant land interests and programs are developed,
should be toreseen. These could be independent asso-
ciations, separately intorpoiated, or they could be
administrative sub-units of the regiohal corporation.
The Firm Credit Administration pattern, which
willies regional and local associations, should be

eilamined.
Conceivably, the community or district associations
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could "own" the regional entity, but this might prove
to be restrictive. The prerogative for the regional
Land Bank to grow into a major land policy force
should be foreseen and developed. Guards against
bureaucracy should be built into thikentity.

Assurance should be provided, if possible, for viabili-
ty from the beginning This objective could be sup-
ported by the provision of a stark of operating funds, .
even though modest, along with initial land grants
from churches and other sources, for use pending the
time that a variety of resources may be acquired and'
mobilized by the'Land Bank for itsrograms, using '
the mother wealth of land as the leverage.

The proposed Land lank program is potentially too
valuable for the rebuilding of Southern communities to
be allowed a puny childhood.
Randolph Blackwell is executive director of Southern Rural
Action la A Botta.

Own CDC
John McClaughrY
The tiny town of St. George, Vermont, may be pio-
neering *wholly new approach to land use control
and developmentan approach which In many ways
resembles that of a private community development
corporation, but with municipal powers.

St, George is a town of 500 people and 2,200 acres,
,lying at the furthest southwestern-edge of-the Burling.
ton, Vermont, metropolitan area. Si. George lies
only four miles off interstate 89 at the intersection
of two main toads. The area has grown rapidly On the
last decade, and urban sprawl is creeping outward.

Recognizing the disaster that has engulfed so many
small villaget with the advance of suburban sprawl, the
citizens took an extraordinary step: they voted to
authorize the town selectmen (council) to purchase
the 48 acres of prime land lying at the Intersection
of the two main roads. This piece of land, a portion
of dairy farm, cost the town $48,000, an amount
equal to the entire annual town budget. The money
was raised from a nearby bank on a short.term note
(not a tax-exempt bond sale) secured by the property
and the town's taxing power.

Having acquired what in effect is the only substan
tial parcel of commercially developable land in the
town, the town selectmen than used the Vermont
zoning statutes to zone all the rest of the town as
residential only. The town thus became the sole
owner of the only commercial property, assuring that
any future development Would be under the complete
control of the town planning commission.

Then the town fathers took another extraordinary
step. They initiates) an atchitectural contest to plan

4
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in esthetically satisfying but functional town center,
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complete with stores, municipal building, and play
meas, all in harmony he existing landscape
features. Twelve architect firms submitted plans, al Ionia
including plats and conceptual drawings. The winner,
Robert Burley of Waltsfield, Vermont, envisioned

outcroppings and forest which now form the die.

parking at the rear along the ad corridors. The
fourth side of the mall Incorporate natural rock /Cola 'on
a three.sided mall with stores;',K.Inginward and

tinctive landscape feature of the property.
Having developed an approved lown center plan for

anthe development of the property, the town is prepared orto deal with any private developer who feels that the
economic growth of the larger area now makes develop-
ment of St. Georgivillage a profitable proposition. The
town has not yet decided exactly how to respond to
a private builder's initiative when it comes. One plan
currently under discussion is for the town.to trade
its 48-aae parcel for other privately owned land else-
where in the town, provided, or course, that the
developer conforms to the approved town center de
sign specifications. Other pouibilities include having
the town itself act as developer, selling the corn-
[deed town center to real estate investment mist

Eventually, the town intends to zone a 450-acre
tract adjacent to the proposed town center as a
planned unit development.

Of obvious interest to CDCs is the role of the town
in taking, control of the land resources within its

'boundaries. In Yermont, the town (township) does
not generally possess eminent domain or municipal
bonding powers, which require special legislative
approval or passage of a home rule charter. 'The town
does; however, possess planning and zoning powers,
and can in- effect pledge its credit to secure short.
term (possibly renewable) financing. Since the town
credirdepends on its property tax base, Jelin, within
limits, a strong credit rating from local lenders.

If the town should choose to develop the property
itself, contracting the actual design, construction, and
property management to private firms; it would in
effect be a CDC with 100 perceqt resident participa-
tion. Rising land and commercial values over the next
decade could well result in retirement of the debt
and a substantial profit flow to the town, especially
if the resulting property is soldto areal estate trust.
In that case, the town would receive property -
taxes, and the real estate depreciation would offer
a tax shelter for which wealthy trust investors would
be willing to pay well.

Alternatively, the town could form a CDC composed
solely of its own residents and taxpayers, which could be
the profit-making entity and produce a cash dividend
to shareholders. In this case, cooperation between
the public body and the private CDC would be a
unique arrangement, combining the former's munici-
pal powers with the latter's voluntary participation
and profit motivation.
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In December 1071, a national coalition of organizations
and individuals was formed to catalysis new Ailed.
can movement for land reform. It is bassi on the
recognition that the increasing concentration of owner-
ship of rural land is a major obstacle in the drive to
alleviate rural poverty, to we urban overcrowding,
to protect the natural environment and to build a
just and equitable democracy.

The following are excerpts from a recent statement
by the organization:

"Land reform is needed in America. Despite laws
to the contrary, an increasing percentage of the most ,
productive land in America belongs to absentee land-
kids and giant corporations, even iii tpses where the
law forbids it. Tide ownership pattern has led to the
emergence in many parts of rural America of what
can only.be described' as a new form off ism,
marked by vast disparities in income and and a
steady flood of poor people to urban ghe d
barrios.

Land reform is also needed in order to preserve the
land itself. Many of the !WIC forces that drive small
farmers oftthe land bring in subdivisions and second
home developments in their place. At the same time.
the large corporations that increasingly dominate
agriculture show too little respect for the ecasystem
or the wholesomeness of the food we eatspray now
and pay later seems to be their motto. Land reform
should preserve more rural land for agricultural use
and promote better husbanding of the land by small
farmers. It should make it possible for men to earn
a living from woodland without violating its natural
ecology, and for all Americans to utilize wilderness
lands for recreation without the over-commercialization
that mocks the quest for rest and tranquility.

We don't have one simple solution to the problem
of concentration of land ownership and abuse of land.
We think that different areas have different problerhs
and probably tequire different solutions. In the West
we might start, by living up to the intent and latter of
the 1902 Reclamation Act and breaking up large

.4 1
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corporate landholdings. In Mississippi the answer may
lie in establishing a land bank to purchase and redis-
tribute land to landless sharecroppers and other rural
people. In Appalachia It might be necessary to place
the mineral rights owned by large coal and lumber
ccimposies in a public tiust. In Maine the essential
step might be to bring the scenic coast and inland
lakes under local public control to preserve their
beauty and allow residents to garner the economic
benefits of recreation.

We believe there is common theme to the resolu-
tion of rural land abuse problems which is that the
land is a finite and precious resource which ultimately
belongs to all of the people.

A number of efforts have been made over the past
few years to draw attention to corporate abuse of.
land and power in rural America: Ralph Nadet's
vestigations, the hearings by the Senate Subcommittee
on Migratory Labor and other governmental bodies,
the report of the President's Commission on Rural
Poverty in 1967, and many others. These groups
have unfolded a dreadful tale of what has happened
to our land of independent farmers and rural people.

Now the problem is: what do we do about it? The
National Coalition for Land Reform is an attempt to
create an ageAda for change in rural America, and to
mobilize the energies necessary to bring those changes
about.

The NCLR a loosely structured coalition of
citizen, an ganizationa from all sections of the
country who recognize the urgent need for land re-
form. It includes small farmers, farm workers, urban
labor, environmentalists, economists, lawyers,
clergymen, journalis' ts, housewives and students,
many of whom approach the issue of land reform
from different vantage points. It has been chartered
as a non.pridit corporation in California, currently

offices on the East end West coasts, and hopes
sol'iperi others in the South and Midwest. Funding
Aeifar has come from private contributions by
ritetrihera. . .

We tecognize that what we are proposing is a big,
14. And we know that American history is

:people& with brave and farsighted men who advo-
cated many of these reforms and failed. But we
think there is a potential constituency for land re.
form that was not there before. Not only the rural
poor and the small farmer, but the city dweller and
suburbanite are coming to recognize that we can no
longer permit land to be abused and monopolized with-
out grave consequences for the economic, political,
social and environmental health of the nation."

The Oational Coalition for Land Reform invites
all inter tell pelopleand*gfittb join in designing,
supporting and implenienting alternatives for the use
and community control of our land.

. For further information write die National Coalition
for Land Reform at: 126 Hyde Street, S 101,
San Francisco, Calif 94102; or 1878 urea:
Ave., Cambridge, Mass. 02140.

4ity

27

testifying
The following are excerpted from testimonygisen.dur-
ing recent hearings in California of the Senate Subcom-
mittee on Migratory Labor.

Robert Cnalzda, Public Advocates, Inc., a nonprofit
law firm, San Francisco:

Over the last decade the U.S. Government, through its
agricultural subsidies not to produce crops, has pro-
vided growers such as United Fruit with almost
thirty billion dollars (S26,859,000,000). And indive.
dual growers, such as J.G. Boswell of Corcoran,
California, have received more than twenty million
over the last decade not to produce anything.

The result has been to raise the unemployment rate
of farm workers to an estimated 25 percent, to abolish
small farmers at a rate of more than oneltindred
thousand a year, and to raise the cost ofbasie staples
necessary to the survival of the unemployed farm
worker and small fatmer. All this has been done in
order to ensure that fertile land remains barren;

At the same time, we have experimented with almost
one billion dollars (*956,000,000) to counteract this
nonproduction program through expensive reclama
don projects that insure that barren land becomes fer-
tile in order to ensure that fertile land remains barren.

It is a rare individual that would have the temerity to
suggest that he could devise a program that is more
counterproductive or harmful than the above. Although
Lam not personally capable of devising a program more

Surd, the United States Labor DiPartment does, in
rlaGtioperate and has operated KlifgeOhan three
&rade" a program that is more cblififef-productive.

'It 4;:Oilunonly known as the Farm iaanil Service.
his 100 percent federally-funded, at a'1,,,sr a almost
a quarter of a billion dollars over the last decade.

The ostensible purpose of the Farm Labor Service
is to Novi& the "best jobs" available for farm workers
in accordance with applicable health and safety codes.
In fact, its grower-controlled and oriented staff pro-
vides the best workers at the lowest wages to the worst
growers, those growers who, due to artificialltiow
wage-rates, are unable to compete in The market-
place foilabor.

The fetish of this grower capture of erhigilant orient-
ed program is to make the fecieral bureaucracy an un-
witting ally of those growers who are most likely to
encourage the perpetuation of the migrant 'a cycle-of
poverty. The cost to the migrant is ran estimated loss

' of ate2$: one hundored millioodollars per year in wages.
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William II. Friedland, professor of community
studies, University of California (Santa Cruz):

In a word, government policy has contributed to ag
glometation and concentration, and thereby contri
buted to a weakened rural social structure in the United
States.

Let us consider how government policies have pro.
duced these consequences. The bulk of research, cur-
rent and put, is devoted to studies of technology-
what might be called the "hard" scientific approach.
Relatively little has been spent or is being spent on the
so-called "softer" side --- the human and social elements
of agricultural 2netnnal life and, perhaps even more iet,
portant, the consequences of technological innovation.

In the University of California system, which I be.
lieve to be typical of the agricultural research establish.
anent in the Linite3 States, in 1971, of a budget of
over $21 millionfor organized resenchgess than 5%
will probably be devoted to human social quditionse.
indeed, this percentagAvill probably be significantly
lower.

The issue of the Unbalance between techtiOlogical
versus human social is raised because the agricultural
research establishment -if I may use a sociologically
descriptive term-- has been institutionally disinterested
in the consequences of their work for meil social
structure. Through the development of a host of bits.
logical, chemical and engineering resources, the agri.
ctilleural research establishment has effectively served
the privileged sectors of agriculture, either ignoring the
less privileged or, in many cases, actually doing damage
to these sectors. Relatively little has been done, for .

example, to-deal with the low income sector of rural
society. If we consider the support reported in 1970
by the United States Department of Labor-an agency
relatively concerned about agricultural labor-to
"farm workers and the rural areas." we find that only
five projects (of which two supported my work at
Cornell) had policy implications intended for farm
workers IS farmworkers. This compared to 13 projects
devoted to various phases of settling farm workers out
of agriculture. The major beneficiaries of 26 other
project, were geared toward groups other than farm
workers. I have not had an opportunity to study the
situation in the United States Department of Arden].
tore but my opinion is that they have been much less
concerned than the United States Department of
Labor akue rural farm workers.

Peter J. Divizieh, grape termer, Delano, California:
!wine to this country from Yugoslavia, my birth place,
when I was a young man. 1 settledin the San Joaquin
Valley when it was still largely an undeveloped wilder.
(ICU.

9
An of my life I have been engaged in farming from

the point of taking raw land and developing it to the
fertile and productive fields that provide the main
wealth of this valley.

Because of this long ex/xi:et:cc in California farm.

0

0
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ins, I feel that I have had s unique opportunity to see
the development of agriculture in this state and this
valley.

My first farming venture occurred in the 1920s. I
acquired a small prune orchard in an area that is now
part of the town of Porterville. The home that WAS
put tpon that land was built with my own hands. The ,
product of that prune ranch was wed to acquire and
develop other farm lands.

Through the process of developing new lands, my
ranching operation grew until some 4000 acres of
table and wine grapes were in production. There were
other lesser acreages devoted to 6therproduce, cotton
and wheat. These grapes were marketed throughout

theThwoilegrdOwth and good fortune I enjoyed were in
many ways a parallel to the American dream of success
coining to those who persevere end work hard. I do
not mean to brag because I am aware that this growth
was not only due to hard work but to the blessings
that nature bestowed upon this valley.

In my story there is a darker side and that also is an
importanflut of the picture of agriculture in this
valley.

The expansion that led to my growth required
large Cmounts of capital. The farmer has always had
to depend upon money from outside sources to finance
the development of his lands. The heavy expenditure
required to develop must be made knowing that no in.
come is possible for several years. The farmer must
have financing by institutions that recognize this fact
of life In fuming. The lender must be aware that the
fumes is StIbiAt to weather, strikes, marketing con-
ditions and oilier factors beyond his control which
can seriously affect his short term ability to pay.

In my own developnient, I was financed by the Bank
of America. This borrowing relationship went back
almost thirty years. They benefited from the arrange.
ment as I did. In the period from 1959 through 1964,1
was financed primarily with loans which were due
and payable at the en0 of each crop year. When these
could .not be repaidbecause of the lag between the
development of the lands and their income producing
period, the debts were in default.

The lender, in spite of the years of mutually bene-
ficial dealing and in spite of lender's knowledge of the
reasons for the unpaid loans, commenced foreclosure
proceedings. These activities finally led to the loss
of a ranching operation that had been valued in ex-
cess of twelve million.

game Thayer, almond grower:
I believe that we have created the worst welfir em
of all times-the welfare system for the corporate
farm. If we can abolish this welfare system for the
corporation. I believe that we can once agairastart
thinking about truly productive land ricIM human
resources. Land that gets mote Individuals on the farm
anal keeps thenIthere as taxpaying citizens. Then,

4 7
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and only then, can we take pride in capitalism and
free enterprise.

Many of us have contributed to this trend to destroy
individual enterprise through ignorance. We have as
wised that to become big in agriculture was an in
dication of greatness. when just the opposite is the
case. Instead, vast agricultural corporations are des.
owing our traditional qualities of greatness. They
are limiting the opportunity for individual enterprise
initiative and creative expression. These corporations
in partnership with the state are creating corporate
state serfs in labor. They are dependent upon coy.
poratestate lawyer serfs and they control corporate.
state political serfs. Even more disturbing is the fact
that we have considered it unpatriotic if we fait to
support these abuses of our demotratic syitern.

We have considered it unpatriotic if labor seeki to
become more than ceirporate.state serfa.We have
granted subsidies, tax shelters and state water at the
request of corporate-state legal and political serfs in
the mistaken idea that we are supporting a democratic
system. We have shouted communist at the real pa.
triotain this country who suggest that we mist cease-
to support these corporations and give individual enter.
prise a fair Chance.

It is reasonable io believe that it is not too late to
reverse this oppressive condition through our demo.
critic system. It bruit too late to enforce 100 acre
limitation on federal water, and force the conglomerates
to sell to individuals. It is not too late for our federal
land banks-and other jending institutions to establish
realistic formulas for creating capital for family size
economic units. It is not too late to prohibit a cor
poration receiving oil depletion subsidies from using
this same land for agritultnie. It isnot too late for
the state to force those companies who finance
farmers into overproduction of crops to honor their
contracts when overproduction has been achieved as
has been the case with peaches and poultry and will
be the case with grapes and otherproducts. It is not
too late to force vertically integrated conglomerates
to establish reasonable prices for the raw matenii
rather than to take the profit from some vague seg
ment of the vertical Structure in order to drive more
farmers out of bininess.

It is not too late to reverse this trend toward do .
atruction that has been created through ignorance.
But, if we fail to make corrections immediately we
can no longer be considered ignorant, we must be

considered traitors to our democratic way of life.

4

An Indian Guide
The proud tribe of the Ncz Perce Indiana was
led by a man named Chief Joseph. His affection
for the land out of which he came never ceased,
and Chief Joseph was unremitting in his at-
tempts to remain in the valleys and mountains
of his birthplace. In this.passage he makes clear
hiasentiments regarding orershipof the earth.

The earth was created by the assistance of the
sun, and it should be left as it was ... The

country was made without lines of demar.
cation, and it is no man's business to divide
It... I see the whites all over the country
gaining wealth, .and see their desire t give us
lands which are worthless... The earth and
myself are of one mind. The measure of the
land and the measure of our bodies are the
same. Say to us if you can say it, that you were
sent by the Creative- Power to talk to us..
Perha you think that the Creator sent you
here t dispose of us as you see fit. If I thought
you re sent by the Creator I might be
induced to think you had a right to dispose of
me. Do not misunderstand me, but understand
me fully with reference to my affection for the
land. I never said the land was mine to do with
as I chose. The one who has the right to dispose

of it is the one who has created it. I claim a
right to live on my land, and accord you the
privilege to live on yours.

From Touch the Earth, by ta Alawhan
bridr,&Dknstfray)
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[4From Saterrancleco Progress, Jan. 5,1972]

BIG U.S.U IzAarica ON FAIIMOIXMS BMW
. .

A.U.S. Senate subcommittee studying the impact 'of agri-business and agri- '
government on farmers and farm-workers will hold hearings in San Francisco
on Jan. 1kand 13.

Senator Adlai E. Stevenson III of Illinois, chairman of the Subcommittee on
Migratory Labor of the Senate Committee'fin .Labor and Public Welfare, an-
nounced that hen ngs will be held in San Francisco Tuesday, Jan. 11, and
Thursday, Jan. 13, ud in Fresnfijon Wedpesday, Jan. 12.

The California earings wfn continue the subcommittee's study of what
Stevenson has termed a "vast.upheaval in rural America,!' characterized by the
growth of "forces of bigness" and the disappearance of family farms.'

"California is the most produCtive agricultural region in the world," Stevenson
said, "but what we see emerging in many parts of the countryis corporate
feudalism. . t

. . "Laige landowners aud giant corporations reap most of the pfoilts from farm-,
ing and real estate appreciation. Small farmers' incomes are eroded by subsidized'
corporate competition and rising land taxes.

"Farmworkers---notably migrantsand their families are doomed to lives of
poOrty and hopelessness, or are forced to move to urban slums in hopes of find-
ing work or going on welfare."

Both hearings hr San Francisco will begin at 9 a.m, ,Ceremonlat CourtroOns
19th floor, Federal Bldg., 450 Golden Gate Ave.

Senator Stevenson said the subcommittee hearidg:4 would answer these
questions:

Who owns the land in California? -
What are the consequynees of landholding patterns on farmers and farm-

workers; on consumers, on rural communities and on the environment?
HoW do federal and state policies affect the distribution of land, wealth and

power In California? ,.-
Witnesses .will, Include state stud federal 'officials, farmers and farmworkers,

represSntatives of business and labor and experts in a number of subject arena,
including taxation, rural sociology, agricultural economics, population distribu-
tion fiat' movement and economic development.

(From the San FranefaceExaminer, Jan. 9, 1972]

HEARINGS HERE ON FARM LAND

(By Lynn Ludlow) ,

Senator AdIal E. Stevenson III will come to town this week with questions
C. about California's land owinership patterns an a favorite quote from Thomas.

Jefferson.
The Illinois Democrat, who blames "eorporate feudalism" with ineressed '

productivity for the poverty of farm workers, in eliairnian of a Sedate submit-
inittee that scheduled hearings here to The Federal Building at 9 ti.m. Tuesday
and Thursday and in Fresno on Wednesday.

He wants answers to these questions:
Who owns the land In CalifOrnta and what are the consequences for tam-

ers, farm workers, consumers, rural towns and the environment itself?
How do governmental policies affect the distribution of land, wealth and

political-commercial power? dab 0
Senator Robert .Taft Ns. the Ohio Republiean, wan expected to accompany

Stevenson. The subcommittee on migratory labor In past of the Senate Com-
mittee on Labor and Public Welfare.

Stevenson quoted Jefferson's hopes that America's abundance of farm hinds
would create ''not only a new form of government but a new -kind of man : self-
reliant, free and prosperous,"
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Such men would "safely and advantageously reserve to themselves a wholescime
control over their public affairs and a degree of freedom which, in Europe, would
be instantly perverted . . ." .

Witnesses on Tuesday are expected to include Jerry Fielder, State Secretary
of Agriculture; Robert 'Long, vice president of the Bank of America ; Dolores
Huerta, associate director of the tutted Farm Workers Organizing Committee;
John Henning, of the California A.IeL-CIO, and Dr. Richard Norgaard, rniver-
sity of California department of agrieLltural eeoriomiesjnBerkeley.

ENVIRONMENT

A panefon enviltoninental implications includes Michael McCloskey, executive
director of the Sierra Club; Keith Roberts, California Action, and Gerald Moral,
Environmental Defense Fund,

According to the recent Nader Report on Land and Power in 'California, the
state's biggest land owner is Southern Pacific Railroad with 2.4 million acres. Of
the statb's 100.1 million acres, 51.2 million are privately held.

SECRETARY RUTZ

Stevenson, son of the late Presidential candidate, was among file minority of
Senators opposing President Nixon's appointment of Earl' L. Butz, ca Purdue
rnivernity dean with Purina-Ralston business interests, as 'Secretary of Agri-
vulture. He raid Butz would favor "agri4msiness."

Stevenson has been mentioned also as a possible vice preSidential candidate.'
twirled with Sen. Edmund,Muskie (D-Mainef on the Democratie ticket.

(From the an Francisco Chronicle, Jan. 12, 107Z4

SAN FnANcisco HEARING oN RAILING reatats.,/ Totain Row TO ii0E

(By Michael Barri8)

Senator Adial E. Stevenson III said yesterday that federal subsidies to multi-
million.dollar farming corporations may be dooming family farms to bankruptcy
:mil rending rural workers onto city welfare rolls.

The Illinois Demoerat, conducting three days of hearings in NortheTh Cali-
fornia as chairman of the Senate Subcommittee on Migratory Labor, heard his
&aro echoed by a cedes of witnes_,:es who testified In the Federal Balding here.

Among tite development:? In agriculture listed In the day's hearings were these:
.More than half of California's 1I i million acres of farmland are in coro-

rate ownership -.a million of them controlled by Tenneeo, a nationwide
conglomerate.

It is hemming increasingly difileult, according to a r:enicig Bank of America
official, to find economic. Justification for loans to Californill peach and prune
growers

The corporate farm, which :had been regarded as a California phenomenon,
now is burraing Into ilmilar growth in such places as Maine, Florida and even the
Midwest.

"gm farm oults1d1 c11. tax breaks, 'wage laws, land reclamation rojeCts anti
agricultural research work to the special advantage of the biggest anti richest
farmers:" Stevenson inquired.

"If that is the sum total of rnited States farm policy, we must fare the fact
that we are not helping fartnerF;we are subsidizing Simon Legree."

'CHANGES

The witnesses did not all appear to be as troubled as Stevenson but all agreed
changes In poliey were necessary.

"Jerry W. Fielder, director of agriculture in GovernOFRonald Reagan's ad-
ministration, said he, too, fears that small farmers could not compete effectively.

"It is not so much a matter of size but of tax advantages," Fiplder observed.
"We look with concern on the ability of some farm organizations to get tax
advantages that small fanners cannot."
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George Bailie, a Fresno farm, journalist, said agricultural programs from the
10th century days of the Homestead Act have been designed to encourage family;
sized farms and have instead opened the way for investors to make millions in
agriculture.

"The problem is that reforms don't work," Bahia continued. "The crop subsidy
was supposed to keep small farmers on the land, but it has been Used. for the
last 30 years to drive him off."

Paul Taylor, professor emeritus of economies at the University of California
at Berkeley, testified he was wilting skeptically to see whether the United
States Department of Agriculture' will maintain the crop subsidy limits ordered
last year by Congress.

After learning that individual corporate growers had been paid as Much as $3
million a year in subtldies by the government, Congress ordered a $5.1,000 ceiling
on individual crop allotments.

"It remains' tp be seen if this will be observed any more than the 100-acre
'limit infederil water projects,' Taylor said.

Robert W. Lone, senior vice president of Bank of America, said he favors Fed-
oral loan guarantees and other financial aid to small farmers.

COST

"The actual cost of loans to farmers is lower than for our corporate borrowers,"
Long said. "What I am concerned about is their present earningstheirrability
to repay 14 any level. The returns for the sale of peaches and prows are below -
most growers' cost of production."

Harry Miller, San Francisco-lawyer, associated with consumer advocate
Ralph ?Nader, pro eated the tax laws permit conglomerates to operate farms at a
loss and still ma money In the long run

"Of the corpor to ownerships f California farmland, over half are companies
whose major business is in othe fields," Miller. said. A

If the farm operations lo money, he continued, the 'losses can help reduce
taxes on the rest of the business, s

"They aren't really interested in agriculture," Miller said. "They're holding the
'land for speculative purposes and sooner or later, when its value goes up, they
can sell it and reaptheir profit and only be taxed far capital gain."

John F. Henning, executive secretary-treasurer of the California Federation
of Labor, urged enforcement of the 100aere limitation, recognition of farm
workers right to organize and extension of social and "educational benefits to
farm workers' families.

1

(Prom the San Pranelse9 Examiner, Jan. 13, 19721 lib,

WATER POLICY HELD RUIN TO ,FARMERS

Representative Jerome Waldie said here today that "the water policies of the
state and !credal governmentsunless (-hanged will most likely result in the
destruction of the small fume'', and the continued prosperity of the corporate
farm."

The Contra Costa County Democrat said, however, that the probetas facing
California's agricultural industry, its farmers and its farm workers, are grave
but not insoluble.

Waldie told a Senate subcommittee on migratory labor : '
"Both the Bureau of Reclamation and the State of California want to bring

in still more water to the. San Joaquin Valley by the impounding of wild rivers
In the north coast of the state.

NOT NECESSARY

"I have maintained that these rivers are not necessary for either agricultural,
industrial or domestic use given the alternative of desalinization, recycling, and
geothermal *deposits."

He told Elie meeting hers In the Federal Building that "I haye
joined with several colleagues in the House of Representatives in introducing
legislation which will put, new strength In the hands of the small farmer by
forcing excess land owners to sell that land to the government for ultimate sale
to other small farmers,"
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Yesteiday in Fresno, the subcommittee heard a variety of attacks on so-called
"syndicate farmers" who use capital from non-farm sources to compete with
smaller growers:

TAX Loosnou.s

Rep. B. F. Fisk, a Democrat from Fresno, niched an early completion of gov-
csnment studies now under way concerning ways to close tax loopholes syndicate
farmers now enjoy.

"Syndicate farm land owners are usually high income earners In other fields
who take immediate cash tax deductions for developing their land," said the
veteran congressman yesterday.

"They can then farm in competition with the family farmer and can later
sell and take the appreciated land value in capital gains tax."6

'Fresno grower John Garabedian said the syndicate 'farmet can .undersell the
man making his money only from the farm by using income from other sources.

JEOPAZDY

"The end result can only mean that our entire agricultural output will be
jeopardized as farmers leave the &brand head to town for their livelihood
he said.

The Subcommittee on Migrant Labor winch is investigating thrfplight of the
small farmer heard another approach in a statement by Chester Deaver, master
of the California State Grange.

He said bigness alone is not detrimental but empbasized that farMers must
be Able to obtain a better bargaining`rosition in the marketplace to survive.

Deaver said the Grange was partleidarly interested in a bill by Sisk and other
legislators aimed at the establishment of farm bargaining cooperatives to give
the grower greater "green power."

Sisk also urged the subcommittee members to support the measure saying the
farmer too often "must compromise his asking price or lose his entire erop be-
cause he has no negotiating position."

LITIGATION

Attorney William Irwin, representing Delano grower P. J. Divizieh, told the
committee of his litigation against the Bank of America and Ileggeblade-Mar-guleas, Inc., now a partof Tenneco, Inc.

Ile- contended Divigeh lost most of his holdings to II-M because of improiper
marketing of his pradlicts by H-M and because of the lending policy of the bank.

Irwin said big companies like Tenneco are "using their bigness" to unfair
competitive advantage over small growers.

"In essence wit It will lead to is that California will become a lend of tenant
farmers and we W 11 all be buying at the company store," he said.

Divizich recently wen $100.000 in damages from H-M and the banktkd Irwinhas tiled antitrvst action against them.
The panel, i.omprised of subcommittee Chairman Aalai Stevenson III anirtiel.

Robert Taft it-Ohio) moved back to an Francisco today.

(From San Francisco Examiner, Jan. 14, 1072]

grESTION OF RISKS.--FARMERS' PLIGHT BLAMED ON BASKS

(By Dick Alexander)
A California researcher has ehal]enged the banking industry to adjust credit

volicieie in agriculture to save the small farmers from going under.
"I fecl that the availability of credit la the aingle thing now which could

revitalize rural areas." James Lowery of Los Angeles told the U.S. Senate
Subcommittee on Migratory Labor here yesterday.

Lowery. project director for the Center for New Corporate Priorities, issued
this warning in the third and last day of hearings in the Federal Building on
problems of the small farms and land ownership :

present small farmers do not have adequate credit, then they will certainly
go under, and no one but the wealthiest individuals and the corporations can
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replace them, because of the extremely high costs of purchasing land and
equipment.

"The banks still Lave the opportunity to adjust their credit polieles in ag-
rieuiturerhe added, "If they accept that it is good for agriculture in the long
run, and they are prodded to do so."'

The Subcommittee, headed, by Sens. Adlal E. Stevenson III (B-I11.) and
Robert Taft Jr. (R-()trio), heard this testimony by Lowery, whose organization
has been eXamining' issues of corporate responsibility for the tflist 15 months:

*
Robert W- Long, Bank of America senior vice president in Marge of agricul-

tural loans, testified before the subcommittee Tuesday :
"The only reason the Bank' of America cannot substantially increase its credit

commitment to farmers is because of deepening economic pressures."
These pressures. he said, are associated with rising costs of production and of

land, taxes, labor and equipment without commensurate increases In returns
from the sale of crops.

LOWERY FURTHER TESTIFIED

',,Vhere will be a net loss of 75,000 jobs in California in the next 20 years be-
cause of Mechanization.

The California Water Project may well be a killing blow to small farmers
on the rant aide of the San Joaquin Valley while increasing acreage in produe-
thin on the west nide.

(From San Francleco Examther, Jan. 2, 1072]

"S. F. IIEAlallo ON w(sonnoRATE FEVDALISm"

WASIIINIITONssA SPuntv.subeommittee headed by Sen..Adlai Stevenson (Tf-
III.) will open hearings in California this mouth to study what Stevenson called
the growth of "corporate feudalism" In rural Americo

The hearingsseheduled for Jan. 11 and 13,in San Francisco and Jan. 12 in
Fresno Will focus on what Stevenson has termed a "vast upheaval in rural Amer-
ica" marked by the dinappearance of family farms and the growth of "forces of
business."

Although California in one of the world's most productie agriculture regions,
Stevenson naid, "What we see emerging In many parts of the state an in other
parts of the country- In vorporate feuds than.

"Large litiolowiierti'inni giant corporations reap most of the profit-1 from farm-
ing and real cattily appreciation," he added. "Small formers' incomes are eroded
by nubsitlized corporate efinipetItion and rising land taxer. Farm workers-- nor
ably migrant!: and their families are doomed to lives of poverty and hopeless.
ness, or are.forced to inove10 urban slums in hopes of finding work or going on
welfare."

The Labor and Welfare nubeommittee announcement naid the California hear-
ingn would dwell 4111 three quentions :

Who ovviin the land,in California?
What are the eonsequences of landholding on farmers, farm workers; con-

sumer; rural eommunitik and on the environment?

UNITED STATES VICTIMmENG SMALL FARMERS, SENATE PANEL TOLD

(By Philip Hager)
Famisstsro.The family farm is just as Pflielent as the big corporate

farm, a Fresno county grape grower &lamd before a F.S.,Senate sulwommit-
tee hearing Tuesday. , .

But, nab! Berge Bulbullan, the small farm is living victimized by tax, credit
and subsidy policies that fasair large landholders.

"Put the giant corporate ?arms on the same level we family farms operate on
and we will see who is cadent and who is not said the 0-year-old 13ulbuilan,
owner of a 1;10-acreine and raisin grape farm in Sanger.
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Bulbulian testified at a hearing conducted by then. Ad lit B. Stevenson III (D-
IR.), chairman of the Senate subcommittee on migrato-ry labor. te.

Stevenson is holding three days of hearings in the date on patterns and con-,
), sequences of agricultural landholdings In Californla.and the effects of govern-

mental policies on farming, the state's No. 1 industry.

ECONOMIC DECLINE

Witness after witness testified to the economic decline of the family farm jn
California. In 1000 there were 108,000 farms in the state, averaging 359 acres
each. By 1970 there- were only 50,900 farms, averaging 064 acres. According to
the U.S. Department ofyAgrIculture, in 19W a total of 45 corporations controlled
OVA of California's prime agricultural land.
-Bulbulian, the subedinmittee's leadoff witness, described how his father,

Yghish, now 79, came to-this country from Armenia in 1920 and worked in the
fields until he was able to make a down payment on a farm.

"Today no semi-literate farmworker would, in his wildest *dreams, dream of
owning a farm," said Bulbullan. "It's almost Impossible."

The belief that small farms are inherently inefficient is' a myth, he-ladded,
noting that the smaller farmer works longer hours and pays closer attention to
the land he owns.

He contended that the corDorate farms take advaltage of tax loopholes, big
government subsidies, lower credit costs and the resulteof university and gov-
ernmental research designed to benefit themall at the expense of the smallfarmer..

Buibuillin is one of the founders of the recently formed National Coalition For
Land Reform, with headquarters in San Francisco and Slambridge, Mass.

A number of witnesses, including John F. Henning, executive secretary-treas-
'firer of the California Labor Federation AFI,CIO, advocated enforcement of
the 100 -acre limitation on federally subsidized water, part ofka national Reda-
mntionAct, of 1902 aimed towards developing the family farm.

Henning estimated that, in California at xreserit, about 900,000 aeyes are
owned and receive subsidized water in elms of the 100-acre limitation.

In response to questions from Stessellson, Jerry W. Fielder, state director of
agriculture. opposed enforcement of the limitation. "A whole economy has de-
veloped around a lack of enforcement," said Fielder, "The 150-acre limitation
isn't practical any more. If reinstituted . . . it'SVould not suffice to take care of
a minimal economic entity."

Molder also disagreed withaliulbulifto's contention that young people today are,
effectively prohibited from buying and operating a farm. "It is far more drfilcult
OW it was in the 'past, but the opportunity is there," the director said.

f

(Prom the Erin Erenelseo Examiner, Jan. E.1;10721

FARA! SITUATION CRITICAL

(By Dick Alexander)

A California labor leader said the situation facing farm workers in the state
and throughout the nation is a scandal and "unless we mak0 the land more
attcractiVe there will be a continued migration.' away froth the farina.

John F. Henning, executive seeretasy-treasurer of the California Labor Federa-
tion, AFIA.I(), told a C.B. Senate subcomfaittee on migratory labor yesterday :

"FarM workers continue to live, in most cases, in 4siadequate housing, often
without such bale amenities as running water and indoor toilets."

He said the only way farm workers can achieve an adequate standard of living
is through unionization.

ADLAI

Henning, was a witness in day-long hearings before the committee conducted
In the Federal Building by Sem Adlai B. Stevenson III (D-111.)..
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Steve43 on said the putpose .of the tiaree-day heariugs was "to find a national
Volley whose effect Is not, simply effiafeney dr progress or economy of scale, bqt
S. decent life jar idi rural:Americans." . ' .

Henning said .Congreasional action 4s needed now ton extending the National
Labor Relations Act to farm Workers providing them with'damployment incur=
ance and- Workmen's oompenstition coverage and guaranteeing them the federal
in' um wage. -

e also urged that dongiess: 4 . 4 ,
r

-. End illegal alien entrance to California's' farm labor market and insist the Pit
Immigration Service.enforce existing laws. on aliens. -, ,

Provide for expanded housing programs forltural.kmeriga: J

..., , 6 Develop a federal program to provide a decent .education for ,children of
/ ,migratory farm workers. ' -. .' Stevenson-said his subcommittee would also focus on. the question of who owns

4r. . . - livid In. California. .. . . , - ...
_ . . .

.
,.....1,..-" -.Robert W. LtIng, Bank of America senior vice president in charge of agricid.

tural loans, testified: . ' . .. .

"The smaller farmer whdse operation is' unable to achieve the same or better
econothies of his neighbors, no matter what size, will not betible to continue in

' the present economic cirtumstances." .

. .Efe said the only,reason the Bank of America"which provides nearly 40 per-
-cent of al3non-rearestate agricultural lOans in California"cannot substantiallS
intease its credit commitment -to farmers is because of .deepening economic

'", pressures. 4. . .

.. '4'1. " ' FEWER FAIMS. ow
,.. .. ,

., . The number of .farmsba.s fallen from 104,000 10 years ago, he said, to some ''..
56,000.today. ,

"This ..reflects the pressures associated with rising Tests of production and of ---. 4
land, taxes, labor and equipment without commensurate increases in returns
frbm the sale Of crops." ' - .. .

Pointing out that..imbffiOal estimates place total average investment per
-.., California farm at about $400,000 with a net return at some $16,000 per farm,

or-about 4 percent, Longpaid the bank is in the process...of developing an agri-
cultural business planning service"which should benefit farmers large and
small." . . . s.

-.."This systqm is designed to assist fn se ing ihore regponsive lending policies,",
he added, 'khdlping officers peke iildividua dit decisions and serve as a plan-
ning tool for tke individual farmer too." .

Yegterday's hearing'also included this testimony; . '-'
"A farmer's market in Californiain' my estimation has been converted into

a flea market."Dr. William Friedland, University of California at Santa Cruz.
"If we don't dsomething about -rural America, perhaps we sllojild. change the

inscription on the_Statute otLiberty to read : 'Keep outenterprise elosid.'"---
.Berge Bulbullian, Sanger farmer and founding &ember of National Coalition for
Land Reform:... ti I.

[Froin the Los Angeles times, Jan. 13, 1972]

CORPORATE FARMERS TAX BREAKS ATTACKED

OMPETITION COVLD FORCE SMALL GROWERS TO MOVE INTO CITIES, SENATE. GROUP
5 TOLD

FRESNO Giant corporate farms are using tax loopholes and...capital from
nonfarmine sources in unfair competition that could make small farmers "head.
to town for their livelihood," a Senate subcommittee was told here Wednesday.

One witness at the hearing by the subcommittee on migratory labor said such
competition could make California "a land of tenant farmers."

Rep. B. F. Sisk (D7Fresno) told the hearing's chairman, Sena Adlai Stevenson
III '(D-Ill.), that markfting and bargaining legislation is needed to give the
small farmer a better negotiating pdkition.'

The little farmer "in too many cases must comproiaise his asking price or lyre
his entire crop because he has no negotiating position," Sisk said.

4 !) 3
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\ OTHER INCOME

He also urged a closing of tax loopholes which he said favor Syndicate fiiri,nera,
to the,disadvantage of the small farmer.

Sisk, who represents the San Ioaquin Valley's rich central farming region, saidthe syndicate farm land owners usually have income from- btlier sources, take
immediate cash deductions for dt3veloping their land, and then farm- in unfair
COmpetition With the small grower. Later, if they sell they can take 'the ap-
preciated land value in capital. gains tax, the legislator ;mid.

He was one of a number of witneeses lashing out at syndicate farMer8 at the 'hearing Wednesday. 44' , -.,
,

. * -,..
Attorney William Irwin, representing Delino grower P. J. Divjzich, -zich, told the .

committee his client lbst most of his holdings to .a Corporate farm interest because
of improper market of His products by that company and because of a bank:
leiding policy.

"In essence, wha (this sort qt thing) will lead to is that California will become
a land of tenant farmers and we will all be buying at -the company store,"
Irwin said. .

Divizich recently won $400,000 in. damages from the Bank of America and ,

Heggebiade-Marguleas, Inc., now a part of Tenneco, Inc., and Irwin said he
has filed antitrufitaction agdinst them. I, -,Witnesses included. Chester D.eaver, master of the California Grange, whd said
bigneis alone is not dbtrimental but stressed that small farmers must-be able,
to obtain a better bargaining position in tilt marketplaceto survive..

CARE or LAND .
.

. ' r
Before1..

opening the hearing, Stevenson said present laws do favor corporations.
- at the expense of the family farther.

Furtherni6re, he said,. "the corporations don't take as good care of the land as
the family farmers."

The hearing today will move back to San.Francisco, where Tuesday's testimony
included a requeSt for a congressional investigation . of reports of a plot to k
assassinate ferm labor leader Cesar Clivez.

S

-

[From the Fresno Bee]

SISK URGES HELP FOR, FAMILY FARM

(By Ron Taylor) S.

Rep. B. F. Sisk, D-Fresno, today urged the U.S. Senate migratory labor sub-
committee to support legislative efforts to strengthen the family farra4ts market
bargaining .position 'Lind eliminate tax shelter, and loopholes now used by farm
"syndicates."

Sisk was the lead-off witness as the subcommittee -moved its hearings to Fresno
this morning. Chaired b Sen. Adiai E. Stevenson III, D-Ill., the subcommiUge
is investigatingthe effect of conglomerate farming on the family farm. arm

Yesterday's ,session in San Francisco centered around what several witnesses
identified as the misuse of the Federal Reclamation Act's 60-acre limitation

. provisions. t
John H. ',kenning, executfve secreeary of the California Labor Federation,

AFL-CIO, told the subcommittee an estimated 900,000 excess acres owned by
large corporations is being irrigated illegally in California federal projects.

Sociologist _Raul S. Taylor, a student of rural California and small farm com-
munities for nearly half a century, declared. "This (160-acre limit) law has been
under tenacious attack within each branch of government..:"

In his statement this6morning, 518k said, "AgricUlture is at its lowest, point
since the depression of .the 1930s. Pairty in 1970 was 72 per cent. Farm prices

4 are low, crops are in surplus and farm costs are high.
"The family farmer, the bedrock of the farming economy, is in a .huge economic

squeeze."
Where other witnesses .have directly attacked large-scale, corporate farming,

particularly the conglomerate). Sisk warned against "highly integrated farming."
,
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BARGAINING PLAN

Sisk Urged the senators to supportlegislrition to establish a form of collective,
kbargaining for the farmer 'in the market place and for inclusion of farm labor

.under the existing National Labor Relations Act.
Other witnesses scheduled for, todaf included Howard Matrguleas, vice presi-

dent of Heggblade-Marguleas-Tenneco. He was expecteeto counter the often
pointed attacks on conglomerate farming made during yesterday's session. .

A: three -man panel representing the Agribusiness Accountability Project yep-
terday morning set the tone by. attacking both the gitnts like Tenneco and the
federal and state government agencies that have alloWed subversion of law to
aid the large Corporate farms.

One panel member, George Balls of Fresno, pointed to4the list of laws passed
to aid the small'family farmer which had teen used instead by the large corpo-

,, rati6ns. The started with the Homestead Act, the. Reclamation Act, the Crop.
Stibsidy Act and included the War on Poverty Act.

RAILROAD FARMLAND

AnOther panelist, A. (V% -Krebbs, urged legislation to nationalize the nation's
railroads and return the vast holdings of railroad farmlands ..tcL the people.
Krebs said, "Redistribution. of public lands presentlyin the hands of the rail-
roads would be one step toward helping the little man of this country."

Most of 'the witnesses strongly supported proppsals to use the limitation to
break up large land holding&

Taylor explained to the committee the Reclamation Act requires the farmer
to live on or near the' land and the intent was for the benefit of small farmers.

,"But passing a law (in 1902) doesn't assure enforcement," he added.
"On the West Side of the Central Valley, federal construction proceeds to

serve with water _400,000 acres, around two-thirds of which are ineligible to\
receive it ; a single owner holds over 100,000 acres within the project."

*

[From the Nation /Jan. 3, 1442Y1

It is welcome news that Sen. Adlai Stevenson, chairman Qf the subcommittee on
Migratory Labor, will open hearings in San Francisco on January 11 (the sub-
committee will move to Fresno the following day and then back to the Bay Area).
It may be hoped that the subcommittee will Jake a broad view of its mandate.
Migratory farm labor is not an issue that stand by itself, as the LaFollette
committee fourip out during its monumental hearings in 1939-40. In California
and elsewhere, migratory farm labor is related to patterns of land use, the
conceAtration of ownership, the intrusion of corporatelarming (now'read "Agri-
biz"),the problems of small farmers, and what has happened to rural life in
general.

On the eve of Senator Stevenson's visit, Stanford University observed the
fiftieth anniversary 'of its Food Research Institute. A note of uncommon good
sense echoedin the papers and discussions, on matters riot at all unrelated to
those wlitch will cqncern the Senator, his staff and his colleagues. The best stra-
tegy for developing countries, Ian. D. Little .of Oxford University told the con-
ference, is to increase the demand for labor in agriculture. For those countries
to spend foreign currency, always in sh rt supply,: on tractors, may result in
more profits for large landowners but it ay also produce a sharp displacement
of rural farm workers, with little net ga n in agricultural production. The better
strategy would be toinduce a degree of income equalization in rural areas that
existing political structures will not tolerate. Similarly, the best practie0way to
cope with the population "explosion," so-called, is to improve the conditions of
rural life. But people capnot be kept "down on the farm," if no farm is willing
to keep them.

Nor is this axiom limited to developing countries. In the United States we
profess to be concerned about urban ghettos, traffic congektion, ecological hazards
and population increase; but it is. only, on an average, about once everythirty-

,
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years that we even go through the motion of demonstrating a colicern for the
well being of rural residents and the viability of rural 'communities. Senator
Stevenson's committee has a chance, therefoe, to bring forward some issues that
stand in need of close scrutiny.

(From Los Anteles Timis, Jan. 12; 12721

U.S. VICTIMIZING SMALL SENATE PANEL VW

(By Philip /lager)

SAN FEANCI8C0.The family farm is just as efficient as the big corporate farm,corporate
a Fresno county grape grower declared befOre a U.S. Senate subcommittee hear-
ink Tuesday.

But, said Berge Bulbulian, the small fitina is being victimized by tax, credit
and sutalidy policies that favor the large landholders.

"Put the giant corporate farms on the seine level we fail farms operate on
) and we will see who is efficient and, who is not" said the 46' ear-old Bulbulian,

owner of 4,150-acre wine and raisin grape farm in Sanger. 1

Bulbillian testified at a hearing conducted'by Sen. AdIal E, StevensorrIII
chairfann of the Senate subcommittee on migratory labor.

Stevenson is holding three days of hearings in the state oh patterns and con-
sequences of agricultural landholdings in. California and the effects of govern-
mental policies on farming, the state's No. 1 industry. 1

<7

ECONOMIC DEMME

Witness- after witness testified to the economic decline of the family farm in
California. In 1960 there were 108,000 farms in thapstatl averaging 359 acres
each. By 1970 there were only 56,000 farnwaveraging 654 cres. According to the
U.S. Department of Agriculture, in 1970 a.total of 45 corpprations controlled 61%
of California's prime agricultural land.

Bulbulian, th subcommittee's leadoff witness, descr bpd how his father,
Yghish, now 79, tame to this country fromlArmenia in 1 0 and worked in the
fields until he was able to make a downpayraent on a farm.

"Today no semi-literate farmworket would in his wild t dreams, dream of
owning a farm," said Bulbulian. "It's almost impossible."

The belief that small farms are inherently 'inefficient is a myth, he added,
noting that the small farther works longer, hours and pays closer attention to
the land he owns.

"There is no way a large concern with va ions levels othureaucracy and man-
aged by absentee owners, can compete in to 8 of true efiletency," said Bulbulian.
"I, as a small farmer, am the manager, pe onnel directo r, equipment operator,
maintenance man, bookkeeper, laborer and elder." '

Ile contended that the cOrporate.farras take advantage of tax loopholes, big
government subsidies, lower credit costs and the results of university and gov-
ernmental research designed to benefit theinall at the expense of the small
farmer.

Bulbulian is one of the founders of thie recently formed National Coalition For
Land Reform, with headquarters In San Francisco and Cambridge, Mass.

A number of witnesses, including John F,,,Ilenning, executive secretary-treas-
urer of the California Labor Federation, AFL-CIO, advcicated enforcement of
the 160-acre limitation on federally subsidized water, part of a national Recla-
mation Act, of 1002 aimed towards developing the family farm.

'leaning estimated that, in California at ptesent, about 900,000 acres are owned
and receive subsidized water in excess of the 160 -acre limitation.

In response to questions from Stevenson, Jerry W. Fielder, /state director of
agriculture, opposed enforcement of the limitation. "A whole economy has de-
veloped around a lack of enforcement," said kielder. "T e 160-acre limitation
isn't practical any. more. If reinstituted . . Would not suffice to take care of
a minimal economic entity."

Fielder also disagreed with Bulbulian's Contention tha young people today
are effectively prohibited from buying. and operating a arm. 'gt is far more
difficult than it was in the past, but the opportunity is tiferec". the director said..

I
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(Frorn'the San Francisco Chronicle, .Tan. 14, 1972]
Flint WIerni LAW Psoeoszo

(By Michael Harries) . ,

Congressman Jerome Waldie proposed yesterday that the governthent startenforcipg a 70.yearLold law forbidding the delivery of federally subsidized waterto large farm and absentee landlords in California. /-The Antioch Democrat told the Senate subcommittee ittt migra ry labor thatthe government has occasionally made gestures about enforcing the 160-acrelimitation.
The law llmfts'ilhe delivery and sale of Federal water to farms no larger than100 acres in single ownership and 820 acres for husband and wife.But the U.S, Bureau of Reclamation has steadfastly-ignored the rule whichsays Federal water may be delivered only to farmers living on or near theirownland, he declared.
"At some point was it determined at an administrative level to ignore theresidency requirement In the DCw?" demanded Senator Adlai E. Stevenson III(Dem-Ill.), chairman ?f the subcommittee, which ended a thrie-day NorthernCalifornia hearing yesterday.
"We didn't know sucht requirement existed until there was a court decisionlast month," replied Pe J. Pafford Jr., director of the Bureau of Reclamation'sregional office in Sacramento. -
If the Federal court decision is upheld, Pafford added, the effect could bestartling in. the dry western part of Fresno county where the big WeethenileWaterDistrict has begun receiving supplies of Federal water from the new SanLuis 'Reservoir,
"In the Westleends District, half the farms iould qualify for water, and halfwould not," he said.
The 600,000-acie itater district covers 5 per cent of California's farm land.Pafford denied t at hie agency had failed to shoW vigor in enforcing the160-acre limit, In the past 21 news, he declared, the bureau has secured agree-ments from farm owners to remelt -246,000 acres of surplus land.
-Of this amount, 65,000 acresoilese than one per cent of California's agricul-

tural landhas changed hands already. Pafford said the rest will be sold withinthe next ten years or less.
Pafford's testimony and statistics appeared by illustrate Waldie's chief re."We pass laws, but they Just throw us a bone," the Congress complete* ."We got a $55,000 subsidy limit written 'Into the law, but we didn't succeed in

changing anything. The people who were receiving a million dollars in subsidy
payments in 1970 are still getting the same amounts." . .6101Waldie said the chief reason the 160 -acre limtlatilin has not been enforcedis that "only a fewlike mereally believe in it." ,

"Everyone who starts out by saying the 160-acre limit is obsolete an has to be
changed is really saying he does not believe in the concept of a e all farm,"Waldie continued.

"I personally believe the small farm is an efficient operating unit that could
compete if the tax laws and marketing rules were fair. But even if it weren't,
I would still support the concept-because of its social valuebecause its survival
is necessary to preserve life in small communities." .The three days of praise for small farmers were interrupted with the,testimony
of Delores Huerta, vice president of the United Farm Workers organizing com-
mittee. She said the union, led by Cesar Chavez, found it much easier to win
contracts from multi-million dollar conglomerates than from individual farmers.

"Conglomerates are more vulnerable to boycotts," Me. Huerta, said. "And
they generally have someone in the organization who understand$ what labor
relations are about." . . 1 e

She said the takeover of the California wineries by big companiea with a wide
range of interests was followed by better pay and improved ho sing for field
workers. The firms did not want to risk the possibility of havin their liquor,
their chocolates and their other Koducts made targets of a nation- ide consumer
boycott, she explained. - s if

"It is unfortunate that the smaller non-union growers are so bli ded with their
bigotry and unreasonable attitudes against the unionization of arm workers,"
Ms. Huerta said.
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"We have 10 many problems in common and so many common interests that
we should unite for our joint survival . but the farmers are trying to fight to
survive (against the'conglomerate) by kedPing our pay low."

[From the CanforniasFarm Bureau Month]y, February 1972]

EDITORIALS
...,

SENATE'LABOS Sipeomurnmx SEEKS TG, Itzroam Rows°
t ,,..._J .

(By' Allan Grant)
. #

'U.S. Senator Adlai E. Stevenson of Illinios broughtlhe Senate Subcommittee
on Migratory Labor,- which he chairs, to California lest month for a series of
hearings in San Francisco and Fresnd. The purpose of the hearings, ptevenson
said at the opening session, was to surface the chaigges taking place in rural
America and "to find a national policy whose effect is not simply efficiency or
progress or economy of scale, but a decent life for all rural Americans." In other
words, the chairman of the Subcommittee of the Senate's Committee on Labor
and Public Welfare,. has taken it upon himself and his Subcommittee to rewrite
policy for the nation's farming; areas.

The Senator set the tone of the hearings during his introductory remarks
by saying that the nation's rural areas are extremely depressed, with.' "one and a
halt million family farmers struggling for suitilval and a million migrant work-
erli living in poverty.") He implied that the root of agriculture's problems lies in
the entry of "conglo i `crates," or non-agricultural corporations, into farming.

With the Senator an apparent "witchhunt,".if was not surprising that the
, , subject matter of.the hearings thus centered almost entirely on the,evils of large

corporations in farming. And it was not surprising that the hearings thus became.., t,
,,, a platform for advocating land reformlimitation of individual farm holdings

to 16 acres, havingj the government buy up the "excess" acreage over 160 acres
: and "resell" it to sm 11 farmers on government secured loans etc., etc, ,
,'`... Agriculture today indeed has its problems. Ad certainly all farmily farmers

who derive their i come solely from farming are deeply concerned abbut.non-
1 agricultural corpoiitIons using the advantages of tax write-offs and land appre-

. elation for enterin farming. i

. The delegates o the California Farm Bureau Federation at their last annual li

meeting called foii the American Farm Bureau to undertake a study to consider' the desirability and feasibility Of regulating the 'entry of huge, non-agricultural
, organizations into farming. And the delegates of the ,American Farm Bureau

Tater ,endorsed this 1)0110. The non-agiictittural corporations entering farming
are certainly not entitled to greater advantages than affordedfamily farmers.

. ,
164611B Ferinfivr

..

However, to believe that the problems of alikfarmers and farm workers can be
resolved anti the nation's best interests served by invoking re 10 -acre, limit in
'agriculture is mire fantasy.

In testimony submitted to the Senate SubcOmfnittee hearing at FreSno, I pointed
ou t. that larger units need not be characterized as the "conglomerate" type of

'farming enterprise, operating to the detriment of other types of farmers.
0 Large and small scale farmers, farm workers and rural communities and con;

sinners till have benefited from the Vatter/1'0f &development which California
agricittgre has experienced over the past twenty years.
, The tOtrage-size farm in California today is 654 acres. This is not t say each
farm is 651 aeres;manyAre smaller, s me. are larger. However, 114 trend has
been towards larger fanning units so th f rin operator could afford'the use of
Speeialists in the areas of land, labor., cay tal and management In addition to
his Awn expertise. In each of these aretui/larger Inputs have become necessary
to provide an economic. efficiency that other businesses have used for decades.

The farm workers have not been, hurt by the expanding size of farm units in
this state. On the contrary, they 'have been helped. Because farmers can spread
costs* over greater numbers of units, California farmers today pay the highest
rate .of wages to farm workers anywhere in the nation. Workers balk lx011ted

, _ ,
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from longer earning periods At one location or multiple locationeViith relatively
few employer changes. Because of the stabilizing effect the larger units bye had,
farm workers have become less migratory in this state. They are aide to ptit
down roots, and efforts are being made to help them upgrade their housing andgeneral standard of living.
. The small farmehas been able to take full advantage of the economic develop-
ments over theAaan# twenty years to;achieve additional efficiencies in his opera-
tion. He has benefited through the formation of cooperativ6 marketing and bar-
gaining associations, improved technology on the farm, the development of
custom farming services, the stabilization of the farm labor force, etc.

However, the primary beneficiary of the everchanging pattern of agricultural
production in.this state and throughout the country has bees the consumer. 'To-
day's housewife spends approximately 16 percent of her take-home pay for food.
Just twenty years ago, she spent t2 percent. '

The who seek to "save the fAmily farm and to expand land ownership in
America by enforcing the Reclamation Act of 1002," will harm the very .people
,they protege to want to help. Conditions for family farmers and farm vtorkrs
will slip backwards, not move forward. .

kisti RAVE muse=
The Reclamation Act, which provides that no single-owneiship fa of more

than 160 acres may receive water from at Federally-financed irrigation project,
was based on the earlire-1862 Homestead Act, which allowed settlers to elaim
and prove ure160 acres. In the'nineteenth century, 160 acres was accepted as are .
-adequate, economic sized farm unkt. And in the late nineteenth century, 3Z1% .of the population was needed on the farms to produce food to feed the nation.
One person working on the farm supplied enough farm products for himself and
five to six others.

Times have changed, however, and agriculture has changed with the times.
Today, through substituting machinery, modern technology and capital for
labor, one person in farming can supply himself and 47 other people with food,
and less than 9% of the total population is on farms.lrhis release of manpower
to other areas of the economy over the years is a basic contributing factor to our
existing high standard of living. To revert back to nineteenth century standards
in producing this nation's food" and have ti third of the people farming would
certainly downgrade the country's standard of living.

,,Some sentimentalists, others with little vision and understanding 'of the
future food needs,And still others with Little figs fqr the private enterprise sys-
tem, advocate the 160-acre limitation and return to farming as a way of life.
While living and working in the country has its advantages, I would venture to
Say that the nation as a whole does not place mhch importance on farming as a
way of life. People are most interested in reasonably priced and plentiful food.

In this modern age with its increased costs, reasonably priced and ,plentiful
food will come only from economically sized farthing units. The size of the ecb-
nomic unit varies commodity by commodity and thus it in not possible to set an
arbitrary figure suitable to all crops.

Mexico, a lesser developed nation than the United States, has recognized that
farming units have to be large enough to be profitable and competitive in modern
times. In her policy covering Federally-financed water projects, she has set the
acreage of single 'ownership farms which may receive water far above the'160-
acre limit being advocated here.

There are better ways to correct the advantages "conglomerates" now find,in
agriculture than tc / revert back to an 1862 acreage standard and thus penalize
farm opevators, farm workers Ind the consumers of this nation.

While undoubtedly the Senator, from Min& is sincere in seeking ways to help
rural America, perhaps he would be of gWater service to the nation if he left
development of policy for farming areas to the Agriculture Committee and 'gbt
to work on the enactment of equitable farm-labor relations legislation.
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[From Co-.1
SAN FMANOISCO hEARINGO--U.S. Gov. 7' Ann TnE CALIFORNIA FARM WORKER

. (By Brtt,,ce Bansen)

(Second 6f two articles- on the January 11 and.13 hearings con-
"ducted in San Francisco by U.S. Senate Subcommittee og Migratory
Labor.Editor)

,at.

jthehearings. .

he,plight of the California farm 'work& (*Me In for a good deal of testimony

. Dolores Itherta, vice president of the.United Farm Workers Organizing Com-cj-
Is- mittee, charged that "the government his been in opposition to everything we

. . . Nothing has changed in agriculture, even though laws have been

P
asscq and children are not supposed 0 work."

Ae" IN)reovveermtheenizsinthteCI.Bv'.aNirgOesealneVleivrisangidAlpe unjonolettebriciouittetbotn uotfsubstantifial
conditions calm

farm workers who belong to it. Unionized farm workers, she said, have a guaran-
teed minimum wage of $1.90 to $2.40 an hour, while non-union farm winters earn'
only about $1.50 an hour, and as as 50 to 00 cents an hour when they work
on a piece-rate basis.

John Henning, secretary -trusurer orthe California Labor Federation. (AFL-
CIO), noted that the average industrial worker's wage in California is more
_than $4 an hour. 0
'0 The main muse of 10w wages and the painstaking unionization process of

, " California's farm workers Is "agriculture's success in obtaining a continuous..
supply of atop, abundant, often illegal foZeign labor," according to the state-
ment California Rural Legal Assistance attorney Sheldon Greene suhmitted to

(the 80commitiee.
"In 1970,," according to Greene "Immigratitsa & Naturalization Service agents

identified 113,0(Xi illegal entrants in California. alone."
Represeidativ'es of the Campesina cooperative, located near Watsonville andv composed of former farm workers, explained how.they.set up what may be the

only way for the .farm worker to own tile land it tills. Through a variety of
grants the 31 members who now own 'the co-op received sufficient !nutting to
acquire 160 acres of land. This,year, a Campesina representative said, the coop-
erative expects to net $250,000 to $400,000.

Campesina counsel David Kirkpatrick made clear, however, that if the .Cam-
;resins experiment 18 to be duplicated elsewhere. funding will have to he made
more easily available. .

Greater' iivallability of credit is in fact. *1w one thing that could most revital-
ize rural America, according to James Lowery, project direetor for the` lenter
for New ,Corporate Priorities, Los Angeles. ..,

. ,.:4:
. Book. et. Amerlea vice president Robert Long testified, however that. finial'

farnierci are having an Increasingly difficult time in 'meeting credit require' 'wins.
Presumably this means that less eredit will ht./41/41'01e in the future.

Seniithr :,Stevenson. concluded the hearings hy4elating the request a loan
worker made to him during pc subcommittee's Waring in -Fresno January 12.
. "Please make it possible fOr my people to be farmers on our own land, and

-eirre for it with their pwn hands and love," Stevenson quoted the worker as spy-
ink. Stevenson continued, "Ile "and others &Serve that chance --I think it's up
to Congress to find a way iind make it possible."

. .. .410.
(From the San Francisco Chromes', Ism 12. 10721

S. F. HEARING ON FAILING FAnNtH A TouonRow,To 110E

(By Michael lisrris)

Senator Adlai E. Stevenson-III said yesterday that federal subsidies to multi-
fnrmin corporations may be dooming family farina to bank-

ruptey and sending rur 1. 'Workers onto eity welfare rolls.
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The Illinois Democrat, conducting three days of hearings in Northern Cii 11-1
4ornia as chairman of the Senate Subcommittee on Migratory Labor, herixd his
ears echoed by a series of witnesses who testified in the Federal Building here.

Among the developments in agriculture listed in the day's hearings were these;
More than half of California's 11.8 million aeres of farmliind are in qprporate

ownershipa million f them controlled by Tenneiv, a nationwide congghlerate.
It is becoming inEreasingly difficult, according to 4 senior Bank of America

official, to find economic juatifleation for loans to California peach ,and prune
arowera. ,

The Corporate farm, which had been regarded as a California phenomenon,
now Is bursting into similar growth in such placcit as Maine, Florida and eventhe Midwest.

"Do farm subsidies, tax breaks, wage laws, land reclamation projects and agri-
cultural research work 'to the special adva;otage of the biggest and richest farm-ers?" Stevenson inquired. -.

"If that is the sum total ,Of United States farm policy, we must face the tact
that we are not helping farmerswe are subsidizing SimonLegree."

CITATIGE8

The witnesses did not all appear to be as troubled as Stevenson, but all agreed
changes in Federal law wereopecessary. a,.."Jerry W. Fielder, director of agriculture in Govez..nor Ronald Reagan 's, ad-
cministratiOn, said he, too, fears that small farmers could not dompete Icteively.

"It is not so much a matter of size but of tax advantages," Fielder rued.
"We look with concern on the ability of some farm organizations to get tax ad-
vantages that small farmers cannot."

George Bailie, a Fresno farm journdlist, said agricultural Programs front the
10th century days of the Homestead Act have been designed to eneourage family
sized farms an have instead opened the way for investors to make millions in
agriculture.

The prohkem is that reforms, d6n't work," Ball's continued. "The crop subsidy
was supposed to keep small farmers on the land, but it has been used for the last
30 years to drive him off."

Paul Taylor, professor emeritus of economies at the University of California
at Berkeley, testified he was waiting skeptically to see whether the United
States Department pf Agriculture will maintain thirerop subsidy limits ordered
lard year by Congress.

After- learoing that individual corporate growers had been paid as much as $5*
million a yedr in subsidies by the government, Congress ordered a $55,000 ceiling
oh fridividual crop payments.

"It remains to be seen if this will be observed any more than the ifidacre limit
in federal water projects," Taylor said. ,

Robert W. Long, knior vice president of Bank of -America, s aid ho favors
Federal loan guarantees and other financial aid to small farmers.

COM'

"The actual cost of loans to farmers is lower now than for our corporate bor-
rowers," Long said. "What I tun concerned about is their present earnings
their ability to repay at any level. The returns/or the sale of peachmand prunes
are below most growers' cost of production."

Harry Miller, a San Francisco lawyer, associated with consumer advocate
Ralph Nader, protested the tax laws permit conglomerates to operate farms at a
loss and still make money in the long run.

"Of the corporate ownerships of California farmland, over half are companies,
whose major business Is in other fields," Miller said.

If the farm opetations low money, he continued, the losses can help reduce
taxes on the rest of the business.

"They aefet really interested in agriculture," Stiller laid. "They're 'lidding
the land for speculative purposes and cooper or later, Nflwn its value goes up,
they can sell it at& reap their profit and only be taxed for caps sin."

John F. Henning, executive secretary-treasurer of the California Federation
of Labor, urged enforcement of the 180 -acrd limitation, teeognition of farm
workers' right to organize and etxension of social and educational benefits to
farm workers' families.
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DISTRICT COM
50inflatti D(STP.!CT CAtIt 0:NIAEr

Dtru:Y.1 .. *
r

IN THE UNITED STATES DISTRICT COURT:

FOR THE SOUTHERN DISTRICT OF CALIFORNIA

HEN YELLEN,. seal.,

Plaintiffs,

vs.

WALTER J. RICKEL,
Individually and as air
teUretary pf,tle Interior,

: CIVIL No. 69-124-Murray

:

FINDINGS Or FACT
et al

*/ and
CONCLUSIONS OF TAU

Defendants.

V. 1,. JACOBS, et al.,

Intervening Landowners.

This cause came on regularly'fOr,trial before the.court,

.sitting without a juryeon-April 25 and April 26-, 1972;. the platn-

tiffs .vere represented by Arthur Drunvasser, Esq.;. the defendants

were represented by William Ti. Xlein, Eng., and Mouglv: N. Kin,

of the'DCpartment of 'Justice, end the interVeninc landovners

were represented by Charley W. Render, Eng., Patrick Lynch, Esq.,

and Jan, Selna, Eng.; thereupon oral WI documentary evidence
.

vas

introduced by and on behalf of each of the parties, and at the

close of all of the evidence the parties rested and thereafter,

wfthin the time granted by the court, each of the partica filed

their briefs and proposed rindings of raet and Conclusiona of Law,'

and the cause wasthen-sultttcd to te court, for itsContideratin

and decision, and the NC haviw ccn!dered cal of the evidence

and testimony subItted ut tk.h triO co.tre'entre and rho briof

of counneli,and Lel.:z;"01.1y viviscd 11. the p"...4es, now

ordern filedita 71..Eng: if .:1',7mloft-,-9 of t3;1

50,2
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PUDINCS or :FACT.

rartips. "

X

Aaintiffi'are a doctor, an agriculOuril labor &nitrap-

tor and 121 agricultural laborers Who reside in Imperial V& ley;

California, within the boundaries of Imperial Irritation Di trict
. . . -

In the neighborhood Of land being irrigated by Water, from t e All-

Amtrican Canal and beld'in private ownership by non-residen 11

Most of the plaintiffs ape farm workers who are so employed within

the.houndaries of IMperial XrrigationDistriet'and none A he

plaintiffs presently own farm land anywhere in the United. States,

/but they deaire to pullikise land for farms within Imperial rriga-

tiini District, including the lands of non - residents which 1 nds

are receiving Boulder Canyon Project water and which lands lain-

tiffs cannot afford to. purchase under present market prices, and

ownership.

II

Ths,ctschas who odtupied the, petitions Of Sece6arY of

the Interior of the United States and lower level officials of the
. -

Department of the Interior at the date.of the commencanent pf this

action have been substituted as defendants in the capacities

indicated with the.following statutory duties. Defendant-Rogers

*C. B. Morton is Secretary of the Interior of the United States and

is charged 'with the duty of carryin&out the operative provisions

of the Reclamation Act of June 17, 1902, and all)tets mandatory

ana supplementary thereto by reason ;of Section 10 olf the At of

June 17, 1902 (43 u.p.d. S373)'. Dtfendan'Ellis L. ArmstrOng is
!

Co;7...7:tssioner of Reclamation of the United States and rs,charged

with the duty of administering the Reclamation Act under the super-
.

vic.!.on and direction of defendant Morton pursUaneto 43 U.S.C.

Defenlunt Eduard A. Lundberg' is Regional Director Of the

Pare_ul of ReclmatiOn of the United States Cam Region 5 and is in

of reclulation projects within the territorialNviidietion

of thill court.

lk

of'
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III

Intervening as defendants are W. L. Jacobs, Kathryn
.

Farquhar, Dixie Herron, Prank. Hertzberg, Alice E. Ramer, Theodore

A. 4Iamer, Kathhn McBurneY and William E. Young, Sr.; who are/all

non-residents and owners of irrigable land ,located.withJM Imperial

Irrigation District. Intervention was allowed under Rules 24 and
ti

19 of the P.R.C.P. on the basis of the petitioners' allegations

that their interests in the delivery of water to the Imperial

Valley.Will not adequately be repiesented by the Department of

Interior.

Geological Conditions and Background of Reclamation

IV

In comparatively recent geologic time, the Gulf of Mexico

extended inland to:the northwest. It upper limits reached north-

ward of Indio, California. Through the years, the heavily

laden Colorado River deposited sediments and built up M low, flat

dbltaic aalr,.1j aekvD0 the anolem gut!, cutting off'the

upper portion from its connection with the ocean. The resulting

,basin was then an inland sea with a surface area of nearly 2,000

. square piles. The greatest depth of this sea was about 320 feet

Deprived of its connection with the Gulf of California, the sea

dried up. The northern'part of its bed is now known as the

Coachella Valley, and the southern part, the Imperial Valley. A :.

portion of this bed dividing the Coachella and Imperial Valleys

is known as the Salton Basin. The Imperial Irrigation District

consists, generally, of landsofthe Imperial Valley.

V ik
, .

. .

In its natural conditioni;, the entire Imperial Valley

.region was an unproductive desert' The annual rainfall averages

2 to 3 inehes; The Colorado River and the Colorado River Delta

. east and South of the /mpertal Val1,.ey are slightly above sea level.

5 0 4
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Frost-the delta, the lind slopes gradually north and west toward the

center of Imperial Valley, which is almost entirety beneath sea

level.. During occasional flooding of the Colorado River, the over-
.

floW waters would now down the Slopes of the delta northward into

the bottom. of the valley and the Satton Basin, Stip overativ last

occurred in 1905-1907. When 'such floods occurred, the flood water's. tea.

Would concentrate more or less in depressions and channels leading

from:the delta region into what is now known as the Salton Sea.

These channels or depressions forked natural canals for diversion

of the Colorado River's waters into Imperial Valley..
YI

Due to the sub-level topography of the Imperial Valley,

it was recognized as.early as the middle of the 19th century that

irrigation. by means of diversion and gravity flow from the Colorado
. 4

River was feasible. In 1896,. the California Development Company,...

a privately owned co:porn:ton; vaz Orgtnizzd uf.tc,r, the laws of -4ew

Jersey. for the purpose of diverting water from the river to irri.

-gate arid lands in Imperial Valley the Republic of Mexicol It

waa considered necessary at.that time, in order to irrigate lands .

In Imperial Valley, to divert ColoradoAiver water via the bed of

-an ancient overflow channel known as th Alamo Riyer through Mexico

and then back in a northerly direction into the United States.

VII

Upon.a.finding by the California Development Company that
/ .

it could not, without special permission, purchase the arid lands

it intended to irrigate in the Republic of Mexico, it organized a

Mexican company in 1598 named Li Sociedad de Yrrliacion y Terrenos

de litaja'California. The stock of the Mexican company was wholly

owned by the,Califoinia Development Company. In 1900, the Mexican

company held4tiile to approximately 100,000 acres of land situated

in Baja. California.

50 5
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VIII

Water wan first"diverted from the river ,through it lon's

Heading,. a temporary diversipwloincated a few hundre'dfeet

north of the Mexican border, into imp6111 Valley 1 Jtily 1901 via
t

Alamo Canal, which followed the bed of the"'"e Alai= R ver.

IX

.Uanlon's Beadipg,'the first intake cut by the California

Development.Company, became clogged with silt by 1903. In or about

1903, the Mexican company was granted a. concession by the_Republie

of Mexico which permitted it to divert water from the Colorado

River in Mexico,aud,deliver'half of that water at an inland point

on the internati6al'border for use in ;mperial Valley. Seacn

and third headings, situated nonth.of the border, wore built in

1904. The Alamo Canal,,from its point of reentry'-into the United

States, as well as the lateral canals through which water'diverted

from the river wan ultimately distribtited to land in the imperial
- .

Valley, were, owned by seven mutual water companies which were

organised by the California Development Company. The stock

: "

of the mutual water companies Was acquired by the individual lend-

owners to whose land t/ io water was supplied.

X

By 1903, through thg distributive facilities constructed.

by the local mutual water companies, approximately 25,000 acres of

/Alley lands were in irrigated cultivation, all an a result of

liveild.onn from the Colorado laver. By the following winter, the

irrigated acreagewan increased to 100,000, mainly in grain. Some

181,191 were.irri ated by:I910, 308,009 acres in 1916, and 413,44CL

in 1919. Duri g the summer of 1904, Some Water users of Imperial'

Valley request/NI the Reclamation Service to conSider the purphane

of the works of California:BoVeloment Company. For'various reasons

the request as denied.

5* 0 6
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XI

. .

Beading in Mexico began to wash aut., cIn.l 005,-;t4e. Colorado River
.

scoured the Mexican cut to river dimensions, and in NoVeMber of '

that year completely:changed its courteipending a flood of water
, 0 w

through the Alamo Canal and over the broad flat area of 'the;IMperial
.N.

Wiley. As a consequence, for manyMonths the entite:flo4 Orthe
. . : . . .

*..

rve r passed through the washe4 -out heading,'thodgh the Alamp'.,

i
Canal-end into Imperial Valley, creatingSalton,Sea with ec,surface .

area of 330,000 acres, and threatening the-entire valley with 100-

In the Pall of 1904, the California DeveiopMnnt Company

ytliTation. The surface of the Salton Seai'formerly nearly dry at an

eiovat.on of 273 feet below sea level,, was raised to 19.0 feet beleW.
.

.

sea 144e1'. The efforts of the California Development Company to .
. .. .

close the.breach.were Uniudessfui. The Southern' Pacific/tracks being endangered, theSoUthern Pacific Company advanced funds

to the California DevelOpMent CoMpany to control the river and took
,

.controlling interest therein as security, By utilizing its own re-,

sources the Southern Pa4fic Company closed the breach in the west

bankvt the river and returned .the river to itsnhannel.

: XII

Imperi4:Irrigation DistridtVas anized.on!July 29,

1911, under the laws of the'State of Cal fornia.

XIII -

.-

.4
0 .

In June 1916, the interests of theCalifbrnia DevelopMent

Comppny, which had.been foreclosed by -the Southern Pacific :CompOhy'

.earlier that year, passed to ImpErial,Irrigation District.
. ,...

... . xxy.-..:
,..,

.

OnFebrua ry 16, 19184a contract was executed between the

United States and the Imperial IrrigAtion District calling for coOP.'..,

,

.erative investigation, surveys, and cost estimates relevant to a
4

. District proposal for the construction of an All-American canal to

a
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connect the arid lands in Imperial Valley with Laguna Dam. A sub-

iequent contract between the same parties, dited,Oatober:23, 1918,

provided for the DistrictAoinClude. the data gathered:under the

contract of Pebruary 16, 1918, with other data which it would

collect relating to egnnectien with Laguna Dam. The contract of

-October 23, 2928,was terminated by the contract of December 1,

1932 between the United States anal the District,except for the

District'a obligatien thereunder to make payments, to the United,

States for the right to use Laguna Dam. In 19090 the Reclamatik

SerVice constructed Laguna Dam on the Colorado River, abOut 10 miles

north of Yuma, Arizo40, as g diversion structure for the SOuth Yuma

Reclamation PrOject

XV

On November 24, 1922, the Colorado River Compact was

signed by commissioners representing the States of Arizona, Cali-

fornia, Colorado, Nevada, 'Jew Mexico, Utah and WyoMing. It became

-.effective June 25, 1929.

XVI

. In 1922,-1923 the District acluired all or the mutual,

wateecompanies that had been organized by California Develoiment.

'Company. Since that time and until the present, the District has

performed the entire function'of distributing the water supply to.

farm holdings in Imperial Valley.

Pursuant to the Act of December 22; 1928, 43 U.S.C. 5617,
!

commonly known as the "Boulder Canyon Project Act", the Secretary

of the Interior Was authorized .to construct, operate and maintain'

a'dam and incidental works in the mainstream of the alorado RiVer

at Black Canyon or Boulder Canyon, a: diversion :4am known as the

.IMperial Dam6and'a.canal and aphurtepant structures connecting

Imperial Dam with'the Imperial and Coachella 'Valleys, known as the

-7.
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All-American. Canal., -The Boulder Canyon. Projeet Act 'became _effective

June 25, 1929, by PresidentIA- Proclamation '(46.Stat. '3000, 3.929).

XVII;.
At.the time the Project Act took effect on JUne 25, 1929,

the Imperial Irrigation District had a distribution system compris-
. ,

ing 612,658 acres, which distribution systeM was wholly financed,

constructed, maintained and operatied,by local means. The distribu-

tion system network then, as of June 25, 1929, comprised approxi.-.

mately 1,700 miles of main and lateral canals, providing for the

irrigation by waters diverted by it from the. Color:ado Riverof

approximately 424,000 privately owned acres, computed on a single

crofting basis. Allof said acreage was, as,ofXune 25,..1929, being

irrigated by and with Colorado River water.

.XXX P

On December 1, 1932, thUnited States -and the District,
..1

acting Pursuant to the Project Act entprpd into a Ontract. The'

1932 contract -with,Tmperial Irrigation District provided for con-

struation of a maimeanal.connecting Imperial and Coachella Valleys,

but'beeauSe of donflicts not material to this case, Coachella Valley
. _ .

landholders were not included in Imperial Irrigation District, but

formed a separate district, the Coachella Valley CoUnty Water Dis-

,trict, which execated'a similar, though independent, contract with

the United States, dated October 15, 1934, calling for construction .

of water delivery structures and 'delivery of water to lands in

Coachella 'Valley.

XX

Pollowing execution of the All-American Canal contract,

an in rem action, under the caption DuBois v. All Persons, was,dbm-

Mented in the Superior Court of the State of California for the

County of.Imperial for a confirMation of the proceedings on the

part Of the District for the authorization of the execution or the

-8-
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contract. At or about the same time, i a landowner in, the District;
ti

Charles Malan, filecr%an Action in thal same court against:the Dis-:

trict and its directors to enjoin tine expenditure of any money in

'furtherance of said contract. Malan. also filed an answer in toe

confirmation action initiated by the, District. In both pleadings,

Malan alleged the invalidity of the All-American Canal Contract,

in part, beCause.of his contention'that Section 5 of the Atelama-

tion Act or 1902 would apply under the Contract and would deprive
. V
bid of his water rights, Without compensation, Tor all his lands

- .

in excess of 160 acres.

The Malan action was consolidated with'the District's in

rem confirmation action. Evan T. Hewes, new.President ofphe Dis-

trict was substituted in place of John DuBois, so that the caption

of 4.he Consolidated action.became ewes v. A11 Persons. On July 1,

1533, judgment was entered in the es case confirming the execu- ..

. tion of the Contract. In its opinion, the court held that "Section

5 ofthe-Reclamation Law does not apply". An appeal was taken and

"thereartir dismissed, and on February 26, 1934, said judgment beCiie

XXII.

Pursuant to the Project Actl, thelevernment constructed

Hoover Dam at Black Canyon, and inci enialworks,;completing the

construction or said dam, in 1 935. February 1,'19354 the Secretary

lbegan stor ing water in Lake Mead, th reservoir rutted by gnover

Dam, and since that date has continuo1sly operate and maintained

Hoover Dam for the purposes specified. in the Proj ct

XXXXX 1

<w - After the Project Acb vas. enacted and became effective,

construction of Hoover Dam was initiated on. Septe ber 17, 1930,ind

water. was first, impounded on February 1, 1935. T b rirst peracr tias

510
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Generated on September 11, 1936. Hoover Dam is th6 principal struc-

ture or the tower Ruin mainstreamdevelepment; *impbunding the
. .

waters of the Colorado River to formLake Mead, it is situated in

Slack Canyon on the main channel of the Colorado river 330 miles

above, he upper Mexican border. This is the world's highest dam,

a concrete arch, gravity-typo structure hiving a height of'726.4

feet and a hydraulic height of 579.8 feet. Total original, unsilted

storage capacity3f Lake Mead was 32,359,000 acre feet. At eleva-

tion 1229i the maximum surface area is 162;700 acres. The present

usable capacity is approximately 27,200,000 acre feet.

XXIV

Pursuant to its 1932. contract with the Diatrict, the.United

States constructed Imperial Data and the All-Americin Canal, commene-
.

ing construction in August 1934. In 1940, the United tates, while_

retaining the care, operation' nd maintenance of these acilities,

commenced delivering and diverting stored river water- t- Imperial

Daw and carrying such water through the. All American Canal for use .

within the District. Also pursuant to the contract, the Secretary

k(

transferred to the District; on March 1, 194' ,. the-care, operation

and maintenance of the main branch of the Al -- American Canal west

of Engineer Station 1098. \

xxv

Since 1942, the 'District's entire water supply from the,

river has been released'fr m storage in Lake Mead, diverqd at'

Imperial Dam, and carried t rough the A1l7Amarican Canal, Title-to

the Imperial Dam and the Ali- American Canal, as well aito Hoover

em, is in the.United States,

On March 4, 1952, t

and tht District was amended

XXVI

contract between the United States

wsuppleMental contract. On May 1,

1952, the.Seeretary to the District the care, operation

and maintenance of the works east of Engineer Station 1908.



XXVii

The All-American nal System,.asprbvided for in the

contract pf December 1, 1932, was declared ,Completed by the Contract

or March .44 1952, between the United States and.the District. He..:

payment of construction charges comienced on March,l, 1955. The

District's financial obligation was fixed at approximately 5,000p0 re-

payable in forty annual installments* without interest.. Al such i

payments to date have been made from the proceeds from the sale of

electrical energy generated by facilitiess.costing the District

apprp imately 415,000,000, utilizing the hydro - electrical fotential

of t All-American Canal. The cost
0
of Hoover Dam and powerplant,

imated in 1965 as $174,732,000, is being repaid with Interest at

3 percent primarily from power revenues at the dam. One exCeption

to this is,that $25,000,000 of the cost of, the dam, which was

I allocated to flood control, will be Carried interest free' by the

government until 19

. XXVIII

In 1928 the population of the District was approximately

60,000, add it remained at that level until the 1950's. During the
. .

past decade, the population has been approximately 75,000. The
fol

annual value of crops now prOduced in the IMperial Valley is approxi-

mately.$300,000,000. The entire economy of the Imperial Valley is

based on farming and farm support industries.

XXIX
5

Somewhere betwien.45 and 50% of irrigated farms in the
. .

District are owned by persons or corporations which do'not reside
,,.

In the Imperial Valley. in the period 1920-1926 somewhere between

and 50% of the District's farms were owned by non-residents.

Similarpercentages of non - resident oc:nership existed in the Imperia1.

Valley during the intervening years. .

..

XXX.

Tho present.value or' farm land in Imperial Valley ranges
. ,

from 4600.to 1200 per acre. Mon t1e 8ocretery ot the interior

5 ,2
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become bligatcd to.prohiblt-the District frosi delivering irrigar

water tb lands owned by non.restdenta, there' will be oultmmediate

0 and substantial decline in the market value of farri land...

J. XXXX

The Irrigation District, as a result of theiputting into

operation of the All-American Canal, ceased ustng the Alamo Canal

as a vehtale for the transportation bt water from theNorado River

to users within the District in 1942. All interests of the District

In and to the Alamo Caiial and its physical aisots, both in Califor-
.

nia and In Baja California, were sold in 1962.

XXXII

The District In-1966 diverted and distributed to land-

owners within the boundaries of the District Oster for the irriga-

tion.of-approximately 437,000 acres.

. xxxxxl

In 1963,'field crops and livestock production, *mainly mn

lulte-weals iarns had a total value of over $168,000,000,..qual.

-to 80% of' the value ef,Imperial County's total agricultural produc-

. tion.

XXXII/

At no time subsequent to the commencement of delivery of

COlorado River water pursuant to the Boulder Canyon Project have the

government defendants sought to enforce tho reOdency requirement

of the Reclamption Act.
,on 4

XXXV

There is no ono consipent, reasonable administrative

-: interpretation of Section 5 of tlio NOolanaUon Act which would warrant

. the court's moo ition ac bein3 adritivilin3 In this action.

'Prom the forogoins FinTincp of Vae the court draws the

-following

4
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'bomoLusToNs 0? LAW
-----"

X

This court his jurisdiction.of the causehi.reason or 28

11.3.C.k, $1361 which confer; jurisdiction over and action in the

nature of mandamus to compel an officeror.employes of the United
0

States, or any agency yftereof,'to OtrforA a duty owed to the 4,
- . P i

plaintiff.

IX
Itt

Defendant Roger* C. B. Morton is.Secretary of the Interior

of the United Iples andis charged with the.duty of carrying oUt

the provisionsof the Reolatation Act.Of June 17, 1902, and is

charged with the duty otcarrying out the operative provisions of

the Reclamation Act or June 17, 1902, and all acts amendatory And

supplementary thereto by reasonof Cection 10 of the Act of June

17, iOn (32 Stat. 390. 43 U.S.C., 073)e Defendant Ellis-L. Arm-

strong, ii; Co mmicial., of ReelanAlom ct the United ttatne nni 1,

charged with the duty of administering the Reclamatibn Act under the

supervision and direction of Defendant Morton purivant to 43 U.S.C.

5373a. Defendant Edward A. Lundberg is Regional Director of the .

Bureau of Reclamation of the United States for Region 5 arid is in

charge of reclamation projects within the territorial jurisdiction

9f this court.

; III

The government defendants owe $ duty to plaintiffs:to en-

rce the residency rcquirement'of Section $ or the Reelaation Act.

inie Imperial Valley of California,

Iv.

Section 5 or the'Reclamation Act of11902, 32 *V.' 389,

43 U.S.C. 5431, provides inpertin6ntpart as follows:

"Ho richt to the una of water for land in
private ownership . .'4ha13. be made to any
landowner unless he.be in actual bona fide',
resident on such land, ov occupant thereof,
residing in the neighborhood of said land ..

«13.4

6 4
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By reason of Cection 14 of the Boulder Canyon Project 19kk

Act, 45 Stat. 1055, 43 u.n.c.A. 561711, the land limitation provi-

sions of recicmation law are rade applicable to the construction,

operation and management of the works authorized under the fonlder

Canyph Project Apt, including the residency,requirfcment of Section,

5 of the Reclavation Act of 1902.

V

requirenent of residency of Cection 5 of the Recltma-
.

tion Act of June 17, 1902, is a prerequisite to the receipt of

Boulder Canyon project water in the Imperial Valley and imposes i

condition on the receipt of such water.

VI

The intervention by landowners is a class action inter-

vention in behalf of all non-resident owners of irrigable land in

Imp.rial Irrigntion.Distriet, rule 23(b)(1) B, Fed. H. Civ. P.

VII

Plaintiffs have standing-to bring this acticn.

VIII

Section 45 of the Oralibas Adjustment Act of May 25, 1926,

s 44 Stat. 649, 43 U.S.C. 5423e does not supersede pr annul the resi-

dency requirement of Cection 5 of'the Reclamation Act. 1

xx

There hap been.no "charge" for water, pr for the uses

storage or delivery of water for irrigation or water for potable

pur oco in the Imperial Volley co prohibited by Cection 1 of the

Pre 2ct Act, h3 U.S.C. 5617.a
. .

X

Section C of the Project-Act,.43 U.S.C. 5617 and Art'cle

8.of the Colorado Liver Conpact are not in conflict pith the recta.

dency requirement of Section 5 of the Reclamation Act, for the

reason that Section 6 of the Project Act. and Article 8 of the Co:.'pncr:

)
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are, conditioned upon the reqUiremCnt or residency as required in

Section 5. . .

XI

The in rem judgment in Reyes v. All Persons is not an

itdiudicition that the residency requirement or Section 5'or the

Reclamition'Act or 3,902 has no applicability to privately owned,.

irrigable lands ln'the Imperial irrigation Distriot. e
.

. xxx

The final in rem judgment in Hewes v. All Persons is not

relAulleata as'to plaintiffs and said judgment does not bar their

proiecution or the within action.

XXIX

The administrative interpretation by the government de..
I

feniants in administering Section 5 or the Reclamation*Act in the

Imperial Valley by not enforcing the residency requirement is not

now, and has never been reasonable. The failure to apply the resi:.

dcncy requirement isecontriry to any rcasonableanterpretation of

the reclamation law as a whole, and it is destructive of the elm

purpose and intent of national reclamation policy.

XIV

The present and pant interpretation of Section 5 of the

Reclamation Act by the government defendants is not controlling as

to the proper interpretation as to the present applicability or-the

resideney'requirement or Section 5 or the Reclamation Act of 1902.

Administrative praotEce cannot thwart the plain purpose of a valid

law. and prior administrative practice does not remedy an Abend°

of lawful authority.

XV

Landowners allegedly relied an the administrative inter-

.
pretation of the relevant Statute to the effect that the residency

requirement or Section 5;df the Reclamation Act of 1902 id not

apply to ImperialNalley-Xrpigation District. This Court finds that

the ,administrative interpretation tnas not reasonable and such inter-
,

715-
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pretation'is not controlling upon this Court.

XVI

Congress did not acquiesce in and ratify theadministra-
. .

tive interpretation of the residency'requirement (nOn-enforcement)

by the Departmept'or the Interior.

XV/I

The existence of presentperrected rights is within the

exclusive jurisdiction of the Supreme Court. (Arizona v. Cali orris,

376 U.S. 340,341, 383 U48. 268). IS this Court had jurisdic ion

to determine 'this issue, it would hold that private landowner within

the Imperial Valley irrigation District have no vested and pr sent

perfected rights to a continued supply or Colorado River Hate for

irrigation purposes precluding application of'the residency require -,

ment of Section ,5 of the Reclamation Act or 1902.

4.

XVX/I

The residenc3Prequirement or Section 5 of the Reclamation

Act is u 4.oitil..1.16 :6-,fltrtutiol. oven the k-.1.6ht tzi receivi-, ProL6t.

Water, not only until the completion of repayment or construction
,: .. .;

costs or the All-American Canal but conti,ging in lierbetuitylIntil.

Congresschanges the reclamation law by appropriate stakoporyenaet

. ment.

X/X

The motion by landowner defendants and the government de-

fendants for reconsideration of this court's Partial Summary

rent or Hoverter 23, 1971, is granted and the partial surrarY judg-
e

rent in affirmed.

XX.

The ratters alleged in.Paragraphs 13,'27, 30, 31, 3, 33,

34, 35, 36, 37, 38, 39, 40, 41, 42, 43, 44,.49, 46, AT, 48 and 49,

of the landowners, Answer in /nterveation arc insufficient as 'a

ratter of law to constitute a sufficient defense to the within
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action. Accordingly, plaintiffs' motion to striki saiepiragraphs

and all 'evidence offered at the trial in support otthe allegations

of said paragraph is hereby granted.
,"

Done and dated this ,.:77-tay of September, 1972.

.

. Senior United States Di riet
Judge.

Senator STEVENSON: The hearings are adjourned until call of the
Chair. .

(Whereupon, at 5:50 o'clock p.m., Thursday, January 13,1072, the
hearing was adjourned.)

If

0
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